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FOREWORD

The objective of this study is to construct some estimates of the
distribution of effective rates for Hawaii state and local taxes in 1960, and
to indicate how the estimates are developed. This work, by its very nature,
involves a considerable amount of detail. The exposition of such detail is apt
to be a troublesome matter even when the audience i3 homogeneous, However, when
as in the case of this study, the potential audience includes readers with a
rather wide range of background and interest, exposition is even more of a
problem. To deal with this difficulty it seemed useful to engage in some
repetition in writing up the results., The benefit of trhis technique is that
certain points are kept at hand for readers who are relatively unfamiliar with
material of this type. One cost of the repetition may be tedium for more
experienced readers. Hopefully the benefit exceeds the cost.

A conscious effort has been made to explain things as we go along, but in
some cases explanations must be delayed to preserve continuity. The less
experienced reader is advised to read through major sections rather than become
Yhung up" on technical items. Section V of Chapter 1 indicates the content of
subsequent chapters. The chapters are introduced by a brief outline of the
major sections, and concluded with summaries. The text includes specific
reference to the Appendix Tables which themselves contain cross references to
the text. The rather detailed table of contents functions as a comprehensive
outline of the study.

Anyone familiar with the literature of "tax burden'" studies will note our
reliance upon the work of Musgrave, Daicoff, Brownlee, Groves and the Wisconsin
Tax Study Group, Newman, and Gillespie, Specific references appear in the
text, but I do wish to acknowledge them here.

In addition, the suggestions of several colleagues at the University of
Hawaii have been helpful. 1In particular, acknowledgment is due to Tom Dinell,
Herman Doi, Robert Kamins and Harry Oshima, all of whom read the entire
manuscript, and to John Wise, Mits Ono, and the participants in Ryuzo Sato's
seminar. Several typists worked on the manuscript, and particular thanks are
due to Mildred Miyasato, Carole Miyashiro, Lynn Nakamura, and Helen Bissen.

June Miyasaki and Daphne Kim managed the calculating chores in a really admirable
way. 1 especially want to mention Gilbert Suzawa, an exceptionally capable
research assistant, who joined the project in the closing stages. He helped
label and cross reference the Tables and made important suggestions for the text.
At this point, he knows more about the material contained in the Tables than

I do.

I am willing to accept the responsibility of leaving the errors which remain
uncorrected, if the readers are willing to accept the regponsibility of finding
them,

Ronald ¥. Hoffman

May 1967
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Chapter 1
INTRODUCTION AND SUMMARY

I. INTRODUCTION

This study is an attempt to say something useful about the
question of who pays how much of the Hawaii state and local taxes.
It is concerned with estimates of an actual situation rather than a
pronouncement of what the appropriate policy should be. Therefore
the scope is restricted to positive (or factual) considerations in
the sense that normative issues such as who ought to pay how much
of the total tax bill are not treated. The potential contribution
of the study has two dimensions. One is a set of estimates, for
1960, of the proportion of income paid in Hawalil state and local
taxes, by income brackets. The second is a detailed account,
together with tables of data constructions, of the procedure employed
in developing the estimates.

A. Estimate Limitation and Usefulness

The guestion of who pays how much of the tax seems to be
important both for understanding an existing situation, and as a
guide for proposed changes. Unfortunately, the only easy answer to
this guestion must be a rather unsubstantiated guess. Careful
consideration of the problem is not an easy task, but even this
approach can yield only an estimate. Thus, it is necessary to
insist that the tax distributions developed here are not the truth.
They are only estimates, carefully made but subject to serious
constraints of several sorts such as time, data, analytical tools,
etc. Even s0, there seems to be value in such an undertaking.

For one thing, it is more likely that crucial assumptions,
often left implicit in casual discussions of this subject, will be
made explicit in a systematic study. Indeed, there are occasions
when alternative results (answers) must be offered because of
contending assumptions., The same may be said with respect to the
choice of concepts. Another aspect of the value of this type of
study is that along the path from gquestion to answer, the absence of
data useful for policy matters becomes apparent, and a data reguisi-
tion to fill in gaps suggests itself. Furthermore, to the extent
that the details of the analysis are presented, a set of estimates
may be checked for accuracy, revised and perhaps improved by
accommodating appropriate contentions, or updated to reflect the
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availability of more recent data. It is strongly suggested that all
three undertakings, particularly the last be made on a regular basis,
by some agent of the Executive of Legislative Branch of the State

Government.

B. Use Limitation

Given the "facts" of total tax revenues, the estimates indicate
the total dollars of tax applicable to the incomes in each bracket.
Knowledge of this sort of information may lead one to conclude that
taxes are too high or too low. However, this information is really
too limited to support such a conclusion. Hawaii's state and local
taxes provide certain goods and services for the community. Thus,
for example, it is important to realize that, disregarding sheer
waste, taxes may be high (or "too high") because in this particular
location these items, for a specified quality level, are relatively
expensive. They may be relatively expensive both because of higher
(than average)input requirements to achieve a specified objective
and because inputs are relatively high priced. If we wish to buy a
relatively large quantity of relatively high quality items in a
relatively high cost place like Hawaii, we must face the fact that
this is expensive. In this context it does not appear very useful
to conclude that taxes are too high or too low merely from estimates
of total taxes and their distribution by income brackets. The same
suggestion seems warranted with respect to estimates of effective
tax rates (that is, the ratio of tax/income).

C. Benefit Limitation

It should now be apparent that the factual question of who pays
how much of Hawaii's state and local taxes will, in this study, be
answered only in terms of an estimate. In fact, several sets of
estimates must be offered because it is not always a matter of logic
alone as to which alternative assumptions and concepts are appro-
priate, Furthermore, all of the estimates are dquite deficient
because they are concerned only with the revenue side of the budget.
I have not been able to make any estimate of the distribution of the
benefits from Hawail state and local expenditures, which would
attempt to shed some light on the guestion of "who gets how much."
This point is important because estimates such as developed here
conceivably could be considered as background material for discus-
sions of the equity of the Hawaii tax structure. But it seems that
when the notion of tax equity is considered, what is (or ought to be)

in mind is budget equity (equity, not necessarily proportionality),
which considers both revenue and expenditure sides of the budget.
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D. Further Limitations

Another caveat is that these estimates refer only to Hawaiil
state and local taxes and therefore exclude taxes paid by Hawaii
residents to other state and local governments.l Furthermore, it
must be recognized that these estimates were developed from a parti-
cular set of circumstances which existed in the data year (1960).
The greater the departure from that situation, the less appropriate
is the application of the estimates to tax policy problems.

E. Nature and Potential Contribution of the Estimates

From an edquity point of view, with income as the relevant index
of eguality, the ability to pay consideration is manifested in the
relation of tax to income, and therefore interest is centered on the
ratio of tax to income (that is, the average effective tax rate).

The position taken here is that it is the relation of tax payment to
income, whatever its source, which is relevant, rather than a so-
called balance among taxes on perscnal income, business income,
property, etc. As I see it, the main opportunity for these estimates
to contribute to decision making capability is with the respect to
the pattern of relative positions., 1In other words, it is the picture
of how these rate estimates stack up one against another--which
income bracket has the highest rate, which bracket is next and by
how much--that seems to be the primary way in which this work may be
useful, With these ideas in mind, let us now turn to a brief discus-
sion of what was done in this study and the results of doing it.

Il. OVERVIEW OF THE PROCEDURE

A. Income Brackets?

The guestion under discussion is "who pays how much." "Who"
refers, here, to Hawalil residents3 and obviously it is impossible to
discuss each one individually, so therefore "individuals” are
grouped. A useful and reasonable basis for grouping is income? and
therefore the estimates refer to eleven income brackets, the first
running under $2,000, the last running $15,000 and over, and all the
others at $1,000 increments except the $10,000 to $14,999 bracket.
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B. Tax Components>

The assignment of Hawail state and local tax dollars to resident
income by brackets was done tax by tax: in fact most taxes were

broken down into several components (the general excise was split
into more than a dozen) which were then apportioned on an appropriate
basis. In general, taxes were assigned on the basis of either the
source or the use of income, For example, the rental component of
the general excise was assigned on the basis of income source (e.q.,
rental income and corporate income received in dividends) in the

case of the more conservative shifting assumption,® but with the
more extensive shifting assumption this assignment was based on
income use (housing expenditure). The income source data is
published by the cffice of the (Hawaii) Director of Taxation, and

the income use data comes from a 1960 - 61 study of Honolulu
published by the U.S. Labor Department's Bureau of Labor statistics.”

C. Tax Shifting Assumptions8

The objective of making the tax/income ratio calculations under
the (a) more conservative and (b) more extensive tax shifting
assumptions was to construct a pair of extreme situations which
would set limits for comparison. However, even under the (b)
assumption of rather complete forward shifting, there are some con-~
ponents for which zero shifting is assumed. Similarly, under the
{(a) more conservative assumption, there are some components for
which 100 per cent forward shifting is assumed. Thus, this pair of
cases 1s not one of absolute extremes. Rather, each case is a
combination of several "most likely" assumptions (which we are
rather confident of} and several extreme assumptions (about which we
are rather uncertain and therefore lock at extreme opposites)., In
case (a) the extremes are all of the zero shift type, whereas in
case (b) the extremes are 100 per cent forward shifting.®

The idea of tax shifting may be explained by way of example.
A sales tax is levied and therefore has impact on the seller of a
product. The structure of relative prices of products (outputs)
and factors of production (inputs) will generally undergo adjustment
as a result of the imposition of a tax. This adjustment will result
in an adjustment of real income flows and wealth stocks of the
members of the community. Assume the adjustments proceed with fully
employed resources from an initial position of equilibrium to a
subsequent equilibrium. If we say the tax is not shifted, what we
have in mind is that the adjustment results in a decline, by the
amount of the tax, in the real income of those who receive income
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from sources upon which the tax was levied. On the other hand, if
we say the tax has been completely shifted forward to the consumer,
what we mean is that the adjustment results in a decline, by the
amount of the tax, in the real income of those who use their income
to purchase the products whose sale 1is subject to the tax levy.

This simple but only partial formulation leads to a consider-
ation of tax shifting which corresponds to the concept of absolute
tax incidence. A more complete and more appropriate pair of alter-
native formulations may be mentioned, The first considers the
adjustment which results from the substitution of one tax for
another of equal yield, with no change in the expenditure side of
the budget. The second considers the adjustment which results from
the imposition of the tax and the expenditure of the tax revenue by
the government. These approaches involve the concepts of differen-
tial tax incidence and budget incidence respectively.

The calculation of the ratio of tax/income (as in this study)
suggests the following. The observed income occurs as the result
of adijustment (assuming equilibrium) to both the imposition of the
tax and the expenditure of the tax revenues. The calculated tax
assignments to both sources and uses of income represent reductions
in income available for expenditure on goods and services other
than those provided by the taxing authority. That is, the calculated
tax assignments represent shares of the cost of expenditures by
Hawali state and local governments,

The effective tax rate estimates developed in this study may be
used in a differential incidence calculation, One could, for
example, compare the distribution of effective actual tax rates with
the distribution of effective proportional income tax rates where
tax yield is unchanged. But it should be noted that such a calcula-
tion assumes that identical income distributions exist under both
tax structures.

D. Income ConceptskO

Adjusted gross income (A,G.I.) is probably a Juite familiar
concept because of association with personal income tax returns.
This concept was used as a basis for determining income brackets be-~
cause more and better data (of the type relevant for this work) were
organized this way. This means that the unit of account, or indi-
vidual member of the group which makes up the bracket, is the Hawaii
state personal income tax return. Usually this tax return represents
more than one individual, and there would seem to be a rough
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correspondence between the tax return and the family or expenditure
unit. Although the inter-bracket uniformity of the distribution of
this characteristic of correspondence is certainly doubtful, our
figures indicate that the income bracket percentages for both income
source and use do not show much variation when hased on personal
income compared to A.G.I.

The very act of aggregation relinquishes the opportunity for
distinction among the positions of the members of the group. There-
fore these estimates are not useful for a discussion regarding the
equal treatment of eguals (horizontal equity); rather the concern
here is with the treatment of unequals (vertical eguity). Of
course the wider the income range covered by the bracket, the more
costly {in terms of lost detail) is the aggregation practice.

The A.G.I. data can be improved for our use by making appro-
priate adjustments for the non-shifted portion of business taxes.
In fact this was done, but the change does not produce any signifi-
cant alteration of the results, To yo a step further, a measure of
broadened income was constructed. Roughly speaking, this was
accomplished by making additions to A,G.I. to account for: (1)
undistributed corporate profits, {2} non-shifted portion of federal
and state corporate income tax, (3) employer contributions for
social insurance, (4) unemployment insurance, (5) transfer payments
{(including welfare payments and veterans benefits), and (6) undis-
tributed fiduciary income. Since all of these items may be expected
to be distributed differently and non-uniformly through the income
brackets, there is some effect on the resultant pattern of average
tax rates. The reason for offering this alternative income measure
is to suggest the nature of bias in the results due to the narrow-
ness of A,G.I. TFinally, one may adjust both A.G.I. and Broadened
Income to arrive at a figure for income net of federal taxes. This
too has been done and the tax rates which result appear in columns
3 and 5 of each of the Tables I through IV, (See Tables I to IV on

pp. 7 thru 10.)

ill. COMPOSITION OF THE SUMMARY
TABLES AND THEIR DIFFERENCES

The data used here refer to 1960. Column 2 in Table I is
headed: Total Tax/A.G.I., and below this there is a pair of columns
of figures, one labeled % and the other Rank. The % figures repre-
sent the ratio of total tax/total income, for each income bracket:
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TABLE

TOPAL TAX: AVERAGE EFFECTIVE TAX RATE PER INCOME BRACKET BY INCOME CONCEPT

Conservative Shifting Assumption, With Adjustment (Deductibility and Export)

H (2) {3) {4) {5)

Total Tax Potal Tax Total Tax Total Tax
A.G.T. A.G,I, minus Broadened Broadened Income minus
Income Bracket Total Tax Federal Tax Income Federal Tax

{Thousands of

poilars) Percent Rank Percent Rank Percent Rank Paercent Rank

Under $2,000 5,722.9 14.50 1 17.68 2 10.40 1 12.80 2

$ 2,000 - § 2,999 4,950.5 10,26 5 12.37 5 6,97 11 .24 11

5 3,000 -~ § 3,999 §,290.2 9,88 & 11.80 & 7.97 6 9,74 7

% 4,000 -~ § 4,999 10,016.2 11.08 3 13.29 4 9.50 3 11,72 4

$ 5,000 - § 5,999 8,868.0 9,24 7 1G.94 7 8.40 5 10.13 5

$ 6,000 ~ 5 6,999 g,791.5 8.59 10 10,23 10 7.63 8 9,50 g

§ 7,000 - & 7,999 7.474.6 8.60 9 10.27 9 7.62 9 9.56 8

$ 8,000 ~ $ 8,999 6,771.6 8.12 11 9,66 11 7.45 10 9,28 1¢

§ 9,000 - § 9,999 5,554.1 8.62 10.28 7.88 7 9.82 6

$10,000 ~ $Lk4,999 i9,372.6 0.7¢ 4 13,34 3 9,73 2 12,70 3

$15,000 and over 22,879.9 14.30 2 19.86 1 9,40 4 15.38 1

Overall Total 108,692.0 10.50 (4-5) 12.9G {4-~5) 8.64 (5} 11,27 {4)




TABLE Il

TOPAL TAX: AVERAGE EFFECTIVE TAX RATE PER INCOME BRACKET BY INCOME CONCEPT

Extensive Shifting Assumptions, No Adjustment (Neither Deductibility Nor Export}

(1) {2 ’ {3 {4) ()

Total Tax Total Tax Total Tax Total Tax
A G.LI. A,G.I, minus Broadened Broadened Income minus
Income Bracket Total Tax ¥ederal Tax Income Federal Tax
(Thousands of
Dollars) Percent  Rank Percent  Rank Fercent  Rank Percent Rank
Under $2,000 9,603.6 22.81 1 29,94 1 l6.60 1 21.26 1

$ 2,000 - § 2,999 7.,017.3 14.55 5 18.20 5 9,96 11 11.98 11
§ 3,000 - § 3,999 11,340.4 13,51 6 16.67 6 11.0L 6 13.70 7
§ 4,000 - § 4,999 13,366.6 14.78 4 18.33 4 12,77 3 16.1¢ 4
$ 5,000 - 5 5,999 12,099.9 12.61 7 15.40 7 11.49 4 14,23 5
$ 6,000 -~ % 6,999 12,129.7 11.86 9 14.54 9 10.66 9 13,49 g
$ 7,000 - § 7,999 10,378.3 11.95 8 14,90 8 10.7¢ B 13,67 B
$ 8,000 ~ 8 8,999 g,264,6 11,10 il 13.57 11 10.32 10 13.04 10
§ 9,000 - § 9,999 T.544.2 11,72 10 14.37 io 1¢.84 7 13.72 6
$10,000 -~ 514,999 26,872.4 14.93 3 19.25 3 13.74 2 18,32 2
$15,000 and over 25,780.1 i6.12 2 23.08 2 11.43 5 17.88 3

Gverall Total 144,807.0 13.99 (5-6) 17.78 (5-6} 11,79 (4) 15,50 {4-5)
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TABLE IV

TOTAL TAX: AVERAGE EFFECTIVE TAX RATE PER INCOME BRACKEY BY INCOME CONCEPT

Extensive Shifting Assumptions, With Adjustment (Deductibility and Export)

{13 (2} {3} (4} (5)
Total Tax Total Tax Total Tax Total Tax
A.G.I. AG.E. minus Broadened Broadened Income minus
Income Bracket Total Tax Federal Tax Income Federal Tax
{Thousands of
poliars) Percent Rank Percent Rank Percent Rank Percent Rank
Under £2,000 8,784.9 22.26 1 29,21 1 16.20 1 20.74 1
$ 24,006 - § 2,999 6,750.0 13.99 3 17.51 3 9.58 9 11.53 1l
§ 3,000 -~ § 3,999 1o,870.2 12,65 5 15,98 5 1¢.56 5 13,13 5
4,000 - 5 4,999 12,827.8 14.18 2 17.59 2 12.26 2 15.45 3
% 5,000 -~ § 5,999 11,733.1 12,23 & 14.63 7 11.15 4 13.80 4
$ 6,000 - 5 6,999 11,054.8 10.81 B 13.25 8 9.72 7 12.3¢ =
$ 7,000 - § 7,999 9,341.3 10.75 g 13,23 g 9.68 8 12.31 8
g B,000 - § 8,999 8,404 .4 10.07 1l 12,31 11 9.36 10 11,83 1¢
§ 9,000 - % 9,999 6,917.7 10.74 10 13.18 10 9. 94 6 12.58 6
510,000 ~ $14,999 23,429.5 13.02 4 16,78 4 11.98 3 15,97 2
£15,000 and over 17,785.8 11.11 7 15.92 & 7.88 11 12.3% 7

Overall Total 127,900.0 12.36 {6} 15.71 {6} 10.41 (5) 13.69 (4}




INTRODUCTION AND SUMMARY

these ratios may be viewed as average effective tax rates, Thus, to
construct an example, if the estimate for the $6,000 to $6,999 bracket
is tax of $1 million and income of $5 millicon, the tax/income ratio

is 20% and so we say that the average effective tax rate on income

for incomes in this bracket is 20%ll The ranks are based on these
rates (rank #1 being assigned to the income bracket with the highest
rate, and rank #11 to the bracket with the lowest rate),

Table I presents four columns similar to column 2 {columns 2
through 5). Each shows a set of average effective tax rates and
the accompanying ranks. Differences in these results are due to
differences in the income concept {(the denominator of the tax/income
ratio) employed; the tax measure (the numerator of the tax/income
ratio) is the same in each case., Tables II, 1III, and IV are similar
to Table I. The differences in the results shown in each table for
a given column (look at column 2, for example, in each table) are
due to differences in the tax measure; income (the denominator) is
the same for a given column (2) in every table. Each table is
concerned with total Hawaii state and local taxes, but Tables I
and II reflect the conservative tax shifting assumption {that no
tax shifting occurred for almost all types of taxes, the most notable
exception being that of the retailing portions of the general excise
which in all cases were assumed to be shifted forward to the con-
sumer., Tables III and IV reflect the more extensive tax shifting
assumption (of rather substantial tax shifting from businesses,
which are the impact site of the levy, to consumers). There 1is a
common difference between Tables I and II and between Tables IIT
and IV, This difference is that the results in Tables II and IV
reflect an adjustment applied to account for (a) the deductibility
of certain state and local taxes for federal income tax purposes and
(b) nonresident owners among Hawail business taxpayers; for Tables I
and III no such adjustment has been applied.

IV. OVERVIEW OF THE RESULTS
IN THE SUMMARY TABLES"

The results yvielded by these different calculations emerge with
a rather consistent pattern of characteristics. In general, the
middle income group of brackets (perhaps from $5,000 and certainly
from $6,000 through $9,999 and perhaps even as far along as $l2,000l4
has the lowest rate assignments compared to brackets below and above
this group. 1In addition the five or so brackets within this group
are treated rather uniformly (that is, their rate assignments are

11
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fairly equal and so the overall tax rate structure is rather propor-
tional in this income range)., Thus a graph, with the average effec-
tive tax rate on the vertical axis and income (brackets) on the
horizontal, traces a sort of horseshoe shape with a flat bottom in
the middle income range. It is important to point ocut, however,

that in order to delineate the five income brackets between $5,000
and $9,99%9 it was necessary to interpolate our income and expenditure
pattern data. For this reason the interbracket detail of ocur results
(the tax rate estimates) in this income range may not be as signifi-
cant as that of the rest of the income scale.
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The bottom income bracket (under $2,000) maintains a relatively
high rate assignment. Generally speaking, this rate is cutstanding
in two senses: (1) there is a rather substantial difference between
the bottom bracket rate and the next highest rate; and (2} there is
a large difference between the bottom bracket rate and the rates
assigned to the other income brackets at the low end of the income

scale.

Some of the other characteristics of the distribution of rates
are more sensitive to the different calculations. For a given
income concept (A.G. I., for example), use of the more conservative
assumption regarding shifting with no adjustment (see column 2 of
Table I) results in a rather high rate assignment for the top income
bracket ($15,000 and over). However if we switch to the more exten-
give shifting assumption (and change nothing else) the rate assigned

12
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to the top income bracket declines substantially, and in fact
becomes lower than all other rates, especially those of the lower
income brackets. (See column 2 of Table III). This effect of the
change in the tax shifting assumption is reasonable, given the
nature of the source distribution of income and expenditure patterns,
the importance of indirect taxes, and the fact that this change in
assumptions is reflected in a switch from tax assignment based on
income source to the income use basis,

When the more conservative shifting assumption 1s maintained,
the introduction of the adjustment (for federal tax deductibility
and nonresident ownership) results in a non-uniform decrease of all
rates, with the most substantial decline occurring in the two highest
income brackets (especially in the top one). Again, this result
(see column 2 of Table II) corresponds to what is established
analytically. Similarly, different income concepts yield different
results, but the displacements do not appear to be major (except
perhaps the effect on the $2,000 to $2,999 bracket of the switch
from A.G.I. to the Broadened Income concept). This glimpse of the
results is not the place to pursue this line, but a more detailed
examination including individual treatment of the more important
component taxes 1s presented in subsequent chapters.

To the extent that these estimates are accurate, one may wish
to confront them with his own notion of an ideal pattern. Lack of
congruence bhetween the "actual" and the ideal would appear to
indicate a guide for policy. As was mentioned, however, it is not
the purpose of this study to make such recommendations, let alone
to present a formula to be followed. And it is important that con-
sideration of these estimates always take place with the context of
the remarks in the preceding sections of this Chapter.

V. SUBSEQUENT CHAPTERS

Chapter 2 deals with alternative income concepts and estimates
and the material is somewhat technical. Chapter 3 presents our
results {the tax rate estimates) in a set of graphs and attendent
comments. Chapters 4 (overall taxes) and 5 (component taxes) also
deal with the results, but give a bit more detail than is found in
Chapter 3. Chapter 6 reviews the procedures followed in construc-
ting the estimates and therefore is rather technical. Chapter 7
consists of some remarks in summary. The Appendix contains the tables
of supporting material.

13
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The reader who is mainly interested in the general nature of
the results may prefer to read Chapters 1, 3, and 7, and just the
introductory paragraphs of the other chapters and perhaps glance at
the rest, Chapters 4 and 5 are mainly for readers interested in the
details of the effects which changes in assumptions and income con-
cepts have on the tax rate estimates. Chapter 6 is directed to those
who wish to reconstruct or extend the study. The Appendix Tables
are essential for readers who wish to pursue anything more than just
a superficial interest in the report,

14



Chapter 2
INCOME: CONCEPTS AND DATA

This chapter will deal with two main issues. One, taken up in
Section I, is the selection of the basic income concept which is used
to determine the bracket groupings. We select the A,G.I, concept
which appears in personal income tax data. This basic or "narrow®
concept is also used as the denominator in the calculation of a set
of estimates of the effective tax rate structure. Section II deals
with the second main issue which is the construction of a "broadened”
income concept. Section III is concerned with income after tax
{(both A.G.I. and Broadened Income). Section IV presents some brief
comparisons of the distributions of the several income concepts.

Some readers may find the material in this chapter more techni-
cal than their interest. In this case, one may note the content
here by reading the headings, In particular, subheadings 1 through
8, Part A, Section II will provide a quick view of the difference
between A.G.I. and "Broadened Income." Thus, those who are interest-
ed mainly in the general findings may skip Chapter 2 and go directly
to Chapter 3.

|. THE NARROW INCOME CONCEPT

With regard to the selection of the "narrow" income concept, a
pair of items will be looked at. First, some considerations involv-
ing the size of bracket distribution are examined and then the
subject of the total amount of income to be distributed is discussed.

A. Income Size Bracket Distributions

There are several sets of income size bracket distribution data
for Hawail. These are basically of two types: U.S. Federal Census
data and income tax return data. The income tax return data are
compiled separately from both the U.S, Federal and Hawail State
personal income tax returns.

None of these sets of statistics are ideal for the purpose of
this study., This is true especially because the chosen income con-
cept is used both (a) as the criterion for establishing income
classes for the purpose of tax allocation and (b) as an index for
calculating an effective tax rate distribution. Because of this pair

15
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of uses, particularly the latter one, it is difficult to avoid asso-
ciation with the implicit assumption that this income concept is the
appropriate tax base, Therefore, the assumption is explicitly
denied. Our choice of concept is based on statistical practicality
rather than theoretical considerations.l Let us now take note of

some of the main differences between the available sets of income
data.

1. Data differences and the selection of income tax return

income data

In the census data the unit of account is separated into fami-
lies and unrelated individuals (which may be combined under the
general term "household”), whereas the tax return data refer to the
aggregated tax returns, which include individual returns and joint
returns. Incidentally, the B.L.S. expenditure pattern data uses the
family unit, but defines the term as broadly as the "household" just
referred to., Furthermore, the tax return data brackets refer to
adjusted gross income (A.G.I.}, but the census refers to a money
income concept which is different mainly in that transfer payments
(such as unemployment insurance, welfare payments, social security,
etc.) are included but receipts from the sale of property not part
of business inventory {and therefore capital gains) are excluded.?2
Also, the most recent census (1960} reports income for 1959, tax
return data for 1960 are available (in fact tax return data are
reported annually).

Even though the census unit (family or "household") seems
preferable to the tax return, there are other considerations which
led to the decision to use the tax return income data. The tax
return data include income size bracket distributions by source of
income (e.g., wages, profits, etc.,) which are necessary for this
study. Also, the census data report the number of units per bracket,
but not total dollars received (these must be estimated for each
bracket by assuming a mean income) whereas the tax returns report
dollar totals.

Given the selection of the tax return data, there are three
related matters to consider in this connection. One is the choice
between federal and state income tax return data. The second is the -
use of tax return income data in combination with the B,L.S. expendi-
ture pattern data which uses a "household” unit and a different
income concept. The third is the consideration of some bias involved
in the use of tax return data. The second item is perhaps most
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important and therefore will be covered first.

2, Combined use of income tax return income data and B,L.S.
expenditure data

No attempt was made to adjust for the fact that the income data
brackets refer to tax returns while the expenditure data brackets
refer to "household",3 Furthermore, it was decided not to adjust
for the fact that the expenditure data brackets refer to money
income (but including food and housing received as income) after
taxes (all income, poll and personal property taxes). In order to
make the adjustment it would have been necessary to use information
about intra-bracket distributions which was not available., However,
the following remarks may aid in understanding the prcblem.

Some of the units at the upper end of the bottom bracket of
after-tax-income would appear in the next higher bracket of before-
tax-income, therefore some members of the group would leave but none
would enter. From this it follows that there would be entry to and
exit from all other brackets except the top one where of course
there would be no exit. To the extent that tax payments are abso-
lutely larger the higher the income bracket,4 the likelihood of a
member shifting to a higher bracket (i.e., pre-tax compared to post-
tax) is greater the higher is his initial (after-tax) bracket, for
any given intra-bracket percentile position. For this reason the
number of members shifting out of all brackets (except the top
bracket) is likely to be larger than the number shifting in. How-
ever, this tendency toward an increasing upward bias {(in number of
members) is countered to the extent that lower brackets have abso-
lutely larger membership than higher brackets (and as was mentioned
the intra-bracket distribution differences are also relevant)., Thus
this before-tax, after-tax aspect results in some uncorrected over-
allocation of members to the bottom bracket and underallocation to
the top bracket, with balancing type tendencies operating with
respect to the other brackets, On the other hand, the B,L,5. brack-
ets count transfer payments as income, but this item is not included
in A,G.I. With respect to this aspect of the income concept differ-
ence, the effect on the bottom bracket is just the opposite as
discussed above (consider, for example, that transfers may be viewed
as negative taxes), and therefore this pair of forces tend to
balance. The same is suggested for the intermediate brackets (where
the individual forces tend to balance alsc).5 For the top bracket
the situation 1s one of outflow only, which tends to balance the
inflow result noted above. Therefore, it was decided that the
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adjustment was not worthwhile.

So much for the difference in the income concept in these two
sets of data. A further point involves the difference in their
income bracket intervals, This matter is discussed below in item 5.

3. Selection of Hawaii State income tax return income data

The U.S. Treasury Department, Internal Revenue Service, publishes
Hawaii income data based on federal personal income tax returns in
Statistics of Income, and the Hawaii Director of Taxation publishes
Hawaii income data based on state personal income tax returns in
Patterns of Income.® Both of these develop total income (A.G.I.)
distributions which turn out to be qguite similar. The U,S. publica-
tion (Statistics) refers to those returns filed in the Honolulu
I.R.S., Office (and therefore includes some returns of military
personnel, for example, who do not file Hawaiil income tax returns)
whereas the Hawail volume (Patterns} shows resident and nonresident
return information separately. It was decided to use the data from
Patterns because it included Hawaii income source distributions.
(The only income source data in Statistics are for the U.S. as a
whole.) So much for the discussion of available income size bracket
distributions with regard to the selection of the narrow income

concept.

4. Some bias

Let us take a brief look at some bias involved in the use of
tax return data, In particular we are concerned with the under
$2,000 income bracket., Consider, for example, the excise tax compo-
nent. The estimated excise tax rate for this bracket is the ratio
of tax to income, where tax is the total dollars of excise tax
assigned to the bracket, and income is the total dollars of income
assigned to the bracket.

Using tax return data, the income figure is A.G.I., and the
assignment to the under $2,000 bracket is the total from returns with
A.G.I. under $2,000. Some of the returns in the category represent
income for less than a full year (e.g., a taxpayer who remained in
Hawaii for three months during the yvear and had $1,800 income during
that period). Ideally, the under $2,000 bracket would represent
units with annual income under $2,000. To the extent that fractional
year returns appear in this bracket, there is an overassignment of
income here (and an underassignment to other brackets).’/ Further-
more, we may consider that an overassignment of income to this
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bracket results from dependents (such as children who work part-time)
who file separate returns. An upward bias in the amount of income
assigned to the bracket results in a downward distortion of the tax
rate estimate.

Now as regards the tax figure {the numerator in the tax/income
ratio) we note the following. Tax is assigned to brackets on the
basis of either the use or the source income.® With respect to the
use income, assignments are based upon expenditure parameters (an
expenditure parameter for an income bracket is the proportion of
total expenditure which is accounted for by the bracket). The B.L.S.
Expenditure Survey provides, for particular items, an average expen-
diture on the item by a member of the bracket., The Survey includes
both families and unrelated individuals and classification as to
income bracket is based upon the respondent's annual income. 'To
calculate total expenditure on the item by the members of the
bracket, the average expenditure figure was multiplied by the number
of units (families and unrelated individuals) in the bracket. The
numpber of units came from U.S. Census data, where, again, respondents
were classified on the basis of annual income, Thus the use of
income assignment did not involve the aforementioned tax return data
bias. The source of income assignment (0of the excise tax, for
example) would include such bias, because source of income informa-
tion comes from tax return data (in fact source data is a major
reason for using tax return data). However, the upward bias in the
tax figure would tend to be balanced by the upward bias in the income
figure, and as a result the distortion of the estimated tax rate
would be reduced. Therefore, the rates estimated with the conserva-
tive shifting assumption, which refer to tax assignments based rela-
tively more on the source of income would involve relatively less
distortion than the extensive assumption rates (which rely more on
the use of income assignments). For the under $2,000 bracket the
former rate estimates are lower than the latter, and the latter rate
estimates involve more of a downward bias.

5. Bracket intervals

Patterns has A.G.I. brackets 56,000 -~ $7,999 and $8,000 -
$9,999. In the interest of presenting as much detail as feasible,
these two brackets were disaggregated into four brackets: $6,000 -
$6,999, $7,000 -~ $7,999, $8,000 -~ $8,999, and $9,000 - $9,999, This
was done by making use of the data on A.G,I., (both total and by
source} for these more detailed brackets which appear in Statistics
of Income., In Statistics, data for income by source (such as wages,
profits, etc.) are given for the U.S. as a whole, but not for
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individual states. However, the U,S., source distribution data for
these more detailed brackets are useful here, especially because of
the close agreement of the U.S., source distribution information with
the Hawaii data shown in Patterns.?

In general, linear interpolation is used for the disaggregation.
As an example, Statistics shows 12.17% {(denote it a) and 10.27%
{(denote it b) as the percentages of total wages and salaries in the
$6,000 - $6,999 and $7,000 - $7,999, brackets respectively, and
22.44% is the sum (denote it s) of these two percentages (s = a + b).
Patterns show 20.07% of wages and salaries (group A) in the bracket
$6,000 - $7,999,10 and our objective is to split this percentage
(denote 1t m) between $6,000 - $6,999 and $7,000 ~ $7,999 brackets
{denote these percentages c and d respectively). This is done by
defining ¢ = $(a), and & = § (b). That is, ¢ is an adjusted version
of a, where we adjust by the ratio £ ,1l1 Thus we calculate
c = 29.07 (12.17) = 10.89%, and 4 = % (10.27) = 9.18%. A simi-
lar Opération is done for the other incdme socurce components for both
the $6,000 - $7,999 range and the $8,000 - $8,999 range. Total
A.G.I, was handled in a similar fashion.12 The results of the calcu-
lations appear in Appendix Table 19.

The B.L.S. Expenditure Survey Study has the following brackets:
under $2,000, $2,000 -~ $2,999, $3,000 - $3,999, $4,000 - $4,999,
$5,000 - $5,999, $6,000 - $7,499, §7,500 - $9,999, $10,000 - $14,999,
and $15,000 and over. The following procedure was used to disaggre-
gate the pair of brackets between $6,000 and $9,999 into four
brackets at $1,000 intervals.

Census data shows the number of units (families and unrelated
individuals) for each of the brackets to be constructed. The
$7,000 -~ $7,999 bracket was constructed by assigning the $6,000 -
$7,499 expenditure pattern to 1/2 of the units in the $7,000 ~ $7,999
range and assigning the $7,500 - $9,999 expenditure pattern to the
other 1/2 of the units in the $7,000 - $7,999 bracket. The $7,500 -
$9,999 expenditure pattern was assigned to both the $8,000 - $8,999
bracket and the $9,000 - $9,999 bracket. The $6,000 ~ $7,499 expen-
diture pattern was assigned to the $6,000 - $6,999 bracket.

It is evident that this procedure involves bias. The expendi-
tures of the $6,000 - $6,999 bracket are certainly biased upwards
and the same probably is true for the $8,000 - $8,999 bracket. In
the $7,000 - $7,999 bracket the use of the $6,000 - $7,499 and the
§7,500 - $§9,999 expenditure patterns introduce a downward bias and
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an upward bias respectively, and it is not clear which way the bal-
ance goes. The expenditures of the § 9,000 -~ $ 9,999 bracket are
certainly biased downwards. It follows that the calculated tax
agssignments based on expenditure patterns and the resultant tax rates
are biased in the same directions as the expenditure estimates.

The available data was insufficient to support further adjust-
ments. But although the results (tax rate patterns) are distorted by
the bias, the distortion is not serious for the degree of precision
claimed for a study of this type.

To estimate the magnitude of the distortion, consider the $9,000
- $9,999 income bracket as a case in point. It can be shown that
where Ri = the proportion of expenditures accounted for by bracket i,

Ri = Ri(l+a), where @ = the percentage adjustment for bias in the
I+a R,
average expenditure by a member of the ith bracket.

In the $9,000 - $ 9,999 bracket, R = .054, for all goods and
services.13 If we suppose that thea = 10% is the correct upward
adjustment, R' = .0587. Witha= 20% in this case, R' = .064. Thus
even if we judge the bias (in the average expenditure by a member of
the bracket) to be as great as 20%, the resulting distortion in the
tax rate estimate for the bracket is less than 20%, which in this
case is less than 1 peigentage point.1 In fact, a bias of ¢ = 10%
seems more reasonable, and here the resulting rate distortion is
about 1/2 of 1 percentage point.16

B. The Total Amount of Income to be Distributed

Now a few remarks are in_order with regard to the total amount
of income to be distributed. For the purposes of this study it is
appropriate to consider information from both taxable and nontaxable
returns. The data from Patterns shows income {(A.G.I.} of about
$1,036 million (net of about $11 million nonresident income and $1
million loss group) based on about 193,000 returns (net of about 4,000
nonresident returns). Statistics indicates about $1,148 million based
on about 196,000 taxable returns. Estimates from Census data run
about $1,179 million using an overall mean income figure, but aggre-
gations of bracket totals estimated by midpoints run between $1,320
and $1,324 million. The amount from Patterns is about 87% of the
Statistics figure. It was decided not to make an upward adjustment
in the Patterns data because of lack of information necessary to make
anything other than a uniform adjustment (e.g., divide each bracket
income total by .87), which would not be very enlightening given the
emphasis of this study on the relative situations of brackets.

21



HAWAII TAX RATE DISTRIBUTION ESTIMATES

{l. THE BROADENED INCOME CONCEPT

A. The Broadened Income Adjustment

So much for the basic or narrow income concept, now attention
will be turned to a broader (broadened) income concept. A suitable
way to discuss the broadened income concept is to indicate its
development from A.G.I., and the transformation will be examined
here on an item-by-item basis. The results are shown in Appendix
Table 12.

1. Government transfer payments

The addition of government transfer payments is based on the
idea that they represent income (in addition to A.G.I.) available to
pay taxes.l The amount of transfer payments involved is $65 million
(about 6% of A.G.I.) %s shown in the U.S. Commerce Department Surve
of Current Business,1 and our objective is to allocate the transfer
total among income brackets. To accomplish the allocation,
Gillespie's transfer payment percentage distribution, calculated for
the U.S5. as a whole, was used. One problem is that his brackets
do not coincide with ours. In considering an adjustment for this
lack of coincidence note that the dollar amount of transfers received
by a bracket depends upon several characteristics, such as the number
of units in the bracket, the average income, and the intra-bracket
distribution. Naturally, movement from a lower to a higher bracket
implies movement from a lower to a higher average income. But in
the very low brackets movement to each higher bracket involves move-
ment to a bracket with a larger number of people. Even if per capita
transfers are negatively related to average income, the dollar amount
of transfers in the higher income bracket can be larger than in the
lower income bracket if the number of units in the higher income
bracket is sufficiently large compared to the lower bracket. Where
the frequency distribution of units by income brackets increases
monotonically to a maximum and then decreases monotonically, at the
upper end of the tail (i.e., to the right of the maximum) each
succeedingly higher bracket involves a smaller number of units and
therefore an unambiguously smaller dollar amount of transfers.
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The technique used to adjust Gillespie's distribution to our
bracket 1s as follows. The Gillespie data shows percentages by
income brackets for transfer payments and for families. But his
brackets run from $5,000 - £7,499, $7,500 - $9,999, and $10,000~and~-
over. We construct a Lorenz-type graph with cumulative per cent of
families on the horizontal axis and cumulative per cent of transfer
payments on the vertical axis., Seven points are established on the
graph by Gillespie's information (cumulative per cent of transfers
associated with cumulative per cent of families for each of his
seven income brackets). We pass a smooth Lorenz-type curve through
these points,

In order to disaggregate the income brackets, the percentages
of families in the more detailed brackets are estimated, A.G.I.
data for the U.S, as a whole is used to estimate the per cent of
families which is accounted for by each $1,000 bracket.2l with this
more detailed information we can, for example, locate the position
on the horizontal axis associated with the $5,000 - $5,999 bracket.
We can then read off, from the constructed Lorenz-type curve, the
associated per cent of transfers for this income bracket.<42

2. Undistributed corporate profits

The next item to be added in moving from narrow to broadened
income is undistributed corporate profits., In line with the basic
approach of assigning taxes to (income brackets of) individual tax-
payers, it is consistent to allocate corporations’' retained income
to the owners. For the U,S, as a whole, undistributed corporate
profits were (in 1960) $7.5 billion23 and 0.39% of the total reported
dividend income appears on U.S. federal personal income tax returns
filed in Hawaii.?4 Therefore, $29,250,000 = [.0039 (7.5 billion)]
is the estimated amount to be allocated among income brackets on the
basis of the percentage distribution of dividend income.25 1t is
recognized that this procedure assumes a uniformity in corporate
dividend policy.

3. Unshifted federal corporation income tax

The unshifted portion of federal corporate income tax is another
addition (to A.G.I.,). 1In fact, the rationale for this-~that it is
income which is paid in taxes but does not show up in A,G.I,.--
suggests that all unshifted business taxes be treated this way, but
adjustments here are confined to significant amounts.2® For the U.S.
as a whole (in 1960), federal corporate income tax liability was
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$22.3 billion,27 and .39 of this is $86,97 million. For the zero
shift hypothesis (conservative shifting assumption), this amount is
allocated to income brackets via the dividend income percentage dis-
tribution. For the 1/3 forward shift hypothesis (extensive shifting
assumption), $57.98 million (= 2/3 $86.97) is allocated to income
brackets. 28

4, Unshifted State corporate income tax

Similarly the unshifted portion of the state (Hawaii) corporate
income tax is added, Hawail Income Patterns--COrporations, 1960
shows collections of this tax amounted to about $5,.068 million, but
not all of it is necessarily allocable to local income recipient
brackets. Patterns-~Corporations (Table III, page 9) shows taxable
income of domestic and foreign corporations of $73.5 and $26.5
million respectively, An estimate<? that 40% of dividends distributed
by domestic corporations flow out to nonresident shareholders led to
an estimate that residents account for 60% of the ownership of domes-
tic corporations, Thus, with respect to the portion of the tax which
is allocable to domestic corporations (73.5%), 60% is assigned to
residents, that is (.86) (.735)($50.68 million) = $2,235 million. With
regard to the 26.5% of the tax which is allocable to nondomestic
corporations, the .39% (the previously mentioned resident portion of
total U.S. shareholdings) estimate is applied, that is (.0039) (.265)
($50.68 million) = $2,235 million. With regard to the 26.5% of the
tax which is allocable to nondomestic corporations, the .39% (the
previously mentioned resident portion of total U.S. shareholdings)
estimate is applied, that is (.0039) (.365)($5.068 million) - $5.2
thousand. Thus, the total amount involved is $2240.2 thousand
(= $2235 + $5.2). For the zero shift hypothesis {conservative
shifting assumption}, the $2240.2 thousand is distributed among
income groups according to the dividend income percentage distribu-
tion. For the 1/3 forward shift hypothesis (extensive shifting
assumption), $1,493.5 (= 2/3 $2240.2) thousand is distributed in the
same fashion, 30

5. State bank tax

Another item handled as the domestic corporate income tax is the
tax paid by banks and other financial corporations, at the rate of
10% of taxable income, in lieu of all taxes except real property tax.
The total amount of tax involved is only about $544 thousand. For
the zero shift hypothesis (conservative shifting assumption),
$326,390 (= 60% of $543,983) is assigned, and for the 1/3 forward
shift hypothesis (extensive shifting assumption), $217,593
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(= 2/3 $326,390) is assigned.31l

6. Social security

Further extension of the income concept is achieved by adding in
that portion of the employer's contribution to social security which
is assumed to be shifted backward to the employee (that is, this is
considered income which does not show up in A.G.I.).32 1t was
decided to use the extreme assumption of 100% backward shifting.
Total contributions to social security amount to about $34.3 million
(6§29.1 million federal and $5.2 million state and 1oca1),33 and half
of this is the employer's contribution of $17.2 million. In order
to distribute this by income bracket, it is necessary to construct a
staxable wages*” series based on 3% contributions on a wage earner's
earnings of up to $4,800. As indicated in Appendix Table 52, this
was done by taking 3% of all wage and salary income in each bracket
under $5,000. For income of $5,000 and over, the number of returns
in the bracket was multiplied by $144 (= 3% of $4,800). Consideration
of incomes up through the $§14,999 level (which account for 90% of
wages) just exhausts the $17.2 million amount.

7. Unemployment insurance

Unemployment insurance is handled in a fashion similar to the
social security item above, for similar reasons., The information
is presented in Appendix Table 53.

8. Undistributed fiduciary income

The final item involved in the extension of the narrow income
concept {(A.G.I.) to the "broadened income”" concept is undistributed
fiduciary (estate and trust) income. An estimate of undistributed
fiduciary income was obtained by subtracting an estimate of income
paid out by estates and trusts to beneficiaries34 (about $5.5 million)
from an estimate of total income of Hawaii estates and trusts3d
{about $22.7 million}. The resultant $17.2 million is apportioned to
income brackets based on the Hawaii source distribution of estate

and trust income.36
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Iil. FEDERAL TAX PAID ADJUSTMENT

S50 much for the "broadened income” adjustment., Now attention
will be turned to a by-bracket estimate of federal tax payments,
This distribution is constructed item by item, and is used to calcu-
late the distribution of income after federal tax payments. The
results appear in Appendix Tahles 54 and 13.

As a palr of "before federal tax" income concepts have been
considered, a pair of "after federal tax" income concepts may be
developed: A.G.I. less federal tax payments, and "Broadened Income"
less federal tax payments. The relevant taxes may be grouped as:
those to be deducted from both income concepts, and those to be
deducted from "Broadened Income"” only. Furthermore, some taxes are
dealt with under alternative shifting assumptions and therefore
alternate results are presented.

A. TFederal Taxes Deducted From Both Narrow And Broadened Income

Federal taxes to be deducted from both income concepts will be
taken up first.37

1. Tederal personal income tax

The federal personal income tax is the largest item38 among the
federal taxes considered.39 The federal data40 on the distribution
of this tax and A.G.I. by income brackets for Hawail were used to
establish average tax rates for each bracket (i.e., the ratio of
federal personal income tax payments to A,G.I,, for each bracket).
These rates were then applied to the state A.G.I. data?l to calculate
the bracket assignments of dollars for this tax.42 This information
is presented in Appendix Table 55,

2. Employvees' contributions for social security

Employees' contributions for social security amount to about
$17 million. The distribution is handled via the "taxable wages”
series discussed above in connection with the employer's contribution
item in broadened income.43

3. Gift and estate taxes

Gift and estate taxes together amount to about $2 million. It
was assumed that these taxes are paid only by members of A.G.I.
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brackets of $10,000 and above, and source distribution data from
Patterns was used to make the allocation between the top two
brackets.44

4, Federal excise taxes

The next item of concern is the forward shifted portion of
federal excise taxes. The total amount allocated to Hawaii is about
$34.7 million.45 It is assumed that this is all shifted forward to
consumers, and the distribution to income groups is made on the basis
of expenditures for all goods and services.46

5. Corporate income tax

The portion of federal corporate income tax payments assumed to
be shifted forward to the consumer is handled under alternative
assumptions of zero (conservative) and 1/3 (extensive) shifting. The
total amount allocated to Hawaii is about $83.8 million,47 and under
the 1/3 forward shifting assumption about $27.9 million is distrib-
uted to income brackets on the basis of expenditures for all goods
and services.48

B. Federal Tax Deducted From Broadened Income

Now with respect to federal taxes to be deducted from the
Broadened Income concept only, there are two items. One, that por-
tion of the employer contribution for social security taxes which is
assumed shifted backward to employees (assumed here to be 100%), is
handled in the same manner as indicated above for the employee con-
tribution. This amount is about $17.3 million.49 The other item is
the unshifted portion of the federal corporate income tax. Az men-
tioned above, the total assigned to Hawaii is $83.8 million.%Y% uynder
the zero (conservative) forward shifting assumption this total amount
is deducted from Broadened Income {because Broadened Income includes
this item), and under the 1/3 forward (extensive) shifting assump-
tion, $55.9 million is involved. 1In both cases the allocation of the
unshifted porticn to income brackets is based on shares of dividend

receipts,5l The shifted portion is assigned to income brackets on
the basis of expenditures on all goods and services, 52
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IV. CONCLUDING REMARKS

Appendix Table 13 contains the dollar distributions of the

several income concepts discussed here. Appendix Table 10 presents
the percentage size distributions for all of these income concepts.
These estimates indicate that the patterns for all the income vari-
ants are rather similar to one another. Some of the more apparent
differences may be noted by referring to Table 10.

1. Compared to A.G.I., the percentage distribution of A.G.I.
after-tax involves a *loss” to the top income bracket of about 1%
percentage (from 15.4% to 13.7% of the total) or about 10% of its
share (under both shifting assumptions).

2. The percentage distribution of Broadened Income, when com-
pared to A.G.,I., shows the two lowest income brackets "gain” (less
than 1 percentage point, but about 20% of their share), the next two
brackets remain about even, all other brackets except the top bracket
"lose" about 10% of their shares, and the top bracket "gains” 4 per-
centage points (about 25% of its share). These results hold for both
shifting assumptions except for the top bracket "gain" which is
3 points with the extensive shifting assumption.

3. For Broadened Income after-tax compared to A.G,I., there is
some "gain" for the bottom pair of income brackets and some "loss"
for the brackets between $8,000 and $15,000. These results occur
under both shifting assumptions.

4. Compared to Broadened Income, the percentage distribution
of Broadened Income after-tax involves a "loss” for the top income
bracket (which is similar to the case of A.G.I, after-tax compared

to A.G.I.).

The results noted above are understandable given the nature of
the adjustments. The items in the adjustment of A,G.I. to Broadened
Income may be separated into two sets., One set consists of transfer
payments ($65 million), the employer's share of social security
($17 million}, and unemployment insurance {$5 million). The total
is gbout $87 million and it was distributed relatively heavily to the
lower income brackets (compared to the rest of the income range).

The second set consists of undistributed corporate profits {($30 mil-
lion), unshifted corporate income tax ($89 miliion under the
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conservative shifting assumption or $59 million under the extensive
shifting assumption) , bank tax ($.3 million), and undistributed
fiduciary income {$17 million). The total is about $135 million (or
$107 million: depending upon the shifting assumption), and it was
distributed rather heavily toward the upper income brackets.

Regarding the adjustments of before-tax to after-tax income,
the following is noted. For A,G.I, after-tax the adjustment items
are federal personal income tax ($139 million), the employee's share
of social security ($17 million), estate and trust and gift taxes
($2 million), federal excise tax ($35 million}, and shifted corporate
income tax ($28 million)}. The total is about $221 million and the
distribution was rather heavily toward the upper income brackets
except for the social security item which went relatively more to the
lower income brackets, and the federal excise and corporate income
tax items which were distributed rather heavily toward both extreme
ends of the income range. Finally, for Broadened Income after-tax,
the adjustment items are the same {as with A.G.I.) with the addition
of the employer's share of social security (§17 million) which goes
rather heavily to the lower income brackets, and corporate income
tax ($84 or $56 million, depending upon the shifting assumption)
which goes rather heavily to the higher income brackets.
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Chapter 3
GRAPHICAL PRESENTATION OF RESULTS

This chapter examines the estimates based on the A.G.I. concept
by presenting the results in several graphs and attendant comments,
Sections I and II deal with the overall tax structure and the major
component taxes respectively. This material considers alternative
shifting assumptions (with and without specified adjustments) and
indicates their effects by offering comparisons of the resulting
tax distributions. Readers interested in a more extensive and
detailed discussion of the estimates are referred to Chapters 4 and
5 {in addition to this one}.

|. OVERALL TAX STRUCTURE

A, (Conservative Shifting Assumption, No Adjustment (Neither Deduct-
ibility Nor Export)

Refer to Graph l-a. This graph is a picture of the information
in column 2 of Table I (page 7). Therefore, this figure relates
average overall tax rates (shown on the vertical axis) to income
brackets (shown on the horizontal axis). The data involves the
conservative shifting assumption without adjustments, and the A.G.I.
concept, and this will be considered as the "reference case”.l
There are eleven points located in the graph space, one for each of
the income brackets. These points or dots are consecutively numbered
from 1 (for the under $2,000 bracket) to 11 ($15,000 and over).2
The vertical position of each dot indicates the tax rate associated
with the income bracket, The dots are connected by line segments to
facilitate reading.

Note the high position (at 17%) of bracket number 1 (the under
$2,000 income bracket), the cluster of brackets 2, 3, and 4 in lower
position (at 12%}, the cluster of brackets 5 through 9 in the lowest
position (at 11%), and the higher positions of brackets 10 (at 14%)
and 11 (at 29%). In fact, given the degree of precision in these
estimates, it seems reasonable to Ysmooth ocut" the rather minor
differences among the brackets 2, 3, and 4, and among the brackets 5
through 9. This “"smoothing®” would reveal a sort of horseshoe or "U*
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AVERAGE OVERALL TAX RATES {PERCENTAGE)

GRAPH 1-a
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shaped curve, with bracket #1 on the upper left-hand corner, bracket
#11 on the upper right-hand corner, and the rather flat bottom of
the curve running between $5,000 and $9,999.3 This pattern of esti-
mates indicates that the average overall tax rates are relatively

high for the brackets on the arms of the "U", and relatively low and
invariant for the brackets along the floor of the "U", The lower
income brackets fall along the left arm, the middle income brackets
fall along the floor, and the higher income brackets fall along the
right arm of the "U". Thus the lowest rates are associated with the
middle income brackets, and higher rates are associated with the
brackets at both ends of the income scale. Briefly, clues for the
relatively high rates for the lower and the higher income brackets
are, given the nominal tax structure, to be found respectively in
the shape of expenditure patterns and in the source distribution of
inconme,

Much the same pattern appears when the tax data are handled
under the more extensive tax shifting assumption, and when the
adjustment for tax deductibility and export is made. However, it is
perhaps instructive to note where differences develop relative to
the reference case. Refer to Graph l-b., Here the line of heavy
{thick) solid segments repeats the reference case from Graph l-a.

In addition, there are three other lines and each portrays a differ-
ent case.

B. Extensive Shifting Assumption, No Adjustment (Neither Deduct-
ibility Nor Export)

Refer to the line of light (thin) solid segments. This is the
case of the more extensive shifting assumption, without adjustment
and it is a picture of the information in column 2 of Table III
{page 9). As compared to the reference case, the "U" shape remains,
but the upper left-hand corner (bracket #1) is quite a bit higher
(i.e. the average overall tax rate for bracket #1 is higher here at
23%) and the upper right-hand corner (bracket #11) is much lower
(and at 16% lies below #1).2 Relative to the reference case, the
“"U" has shifted up (although non uniformly) to higher rates for all
brackets {the bottom of the "U” is near 12%) except for #11,.

Generally speaking, the change from the reference case is as
expected., This is because the replacement of the conservative
shifting assumption, by an assumption of more extensive tax shifting
{forward), means that larger amounts of tax enter our calculations

32



GRAPHICAIL PRESENTATION OF RESULTS

on the basis of use of income and smaller amounts are assigned on

the basis of source of income. Because of the nature of expenditure
patterns, the source distribution cof income, and the tax structure,
this change in shifting assumption has produced lower average overall
tax rates for the highest income bracket and higher rates for the

other brackets.®

¢. Conservative Shifting Assumption, With Adjustment (Deductibility
and Export}

Now refer to the line of dash~dot (~.-.) segments. This is the
case of the conservative shifting assumption, with the adjustment
(see column 2, Table II) (page 8). Again, relative to the reference
case, the "U" shape remains, but the whole curve has shifted down
and lies at a lower rate level (but this shift is not of uniform
magnitude for all brackets).? This change is due to the nature of
the adiustment, namely an allowance for tax deductibility and export.
The adjustment has a more pronounced effect on higher income brackets
because of the progressivity of the federal income taxes and the
positive relation between income size and the proportion of non-wage
income (in connection with exported business taxes).8

D. Extensive Shifting Assumption, With Adjustment (Deductibility
and Export)

Finally, refer to the line of Jdashed (---) segments. In this
case, the adjustment and the more extensive shifting assumption are
combined (see column 2, Table IV)(page 10). The shape of the pattern
resembles a "U", but there are noticeable differences from the
reference case. The left-hand extreme (i.e., the rate for bracket
#1} is higher here at 22%. Also, the positions of bracket numbers 10
and 11 have fallen and reversed at 13% and 11% respectively.

Bracket #5 (at 12%) lies between the 2, 3, 4 group and the 6, 7, 8,
9 group, and is at a higher rate than in the reference case.? The
explanation for these results 1s a combination of the reasons men-

tioned in the previous pair of cases.

In this section we have made 3 individual comparisons of the
reference case with edach of ocur three other cases., The reader may
wish to make other comparisons from Graph l-b., Further comparisons
may be made (and indeed are made, but without Graphs, in Chapter 4)
from the data in Tables I through IV (columns 4 through 6 in each
Table) (pages 7 thru 10).
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il. COMPONENT TAXES

Now similar sets of Graphs may be examined for several of the
major {(in terms of proportion of total Hawail state and local revenue
produced) component taxes. Again the Graphs relate average tax rates
(on the vertical axis) to income (A,G,I,) brackets (on the horizon-
tal). Also, all definitions are the same as in the previous set,
except that tax refers only to the particular component tax (e.g.,
the General Excise instead of overall total Hawail state and local
taxes). Our remarks in this section will note similarities and
dissimilarities in the pattern of estimates for each case, for each
component tax, as compared to the overall tax structure,

A, General Excise Tax

Since the General Excise accounted (in 1960) for about 40% of
the total, it will be considered first. Graphs 2-a and 2-b depict
the information found in Chapter 5, Table VvV, columns 1 - 4,

1. Reference case

Graph 2-a portrays the reference case (conservative shifting
assumption, without adjustment) and has a rather "U" shape. The
right-hand extremity lies well above the left (i.e., bracket #ll at
12% has a noticeably larger rate than bracket #1 at 9%4). The
brackets from $2,000 through $9,999 form a more or less flat bottom
at about 4%; the rate is relatively low and invariant {i.e., indi-
cates a proportional rate structure). Bracket #10 lies slightly up
the incline of the right arm (at 6%), but well below bracket #1, the
left-hand end point {at 9%). This pattern of rates is similar to
the results for the tax structure as a whole. The remarks made on
page 30 regarding the significance of and reason for the pattern
apply here also., Further discussion appears in Chapter 6. So much
for this, the reference case, Now, for some comparisons, refer to
Graph 2-b, The line of heavy solid segments repeats the reference
case from Graph 2-a,.

2. Extensive shifting assumption, no adjustment (neither
deductibility nor export)

The line of dashed {---} segments represents the case of the
more extensive shifting assumption without the adjustment. The “U®
shape shows significant modification.l0 There really is not much of
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a right~hand arm to this horseshoe. Bracket numbers 2, 10, and 11
lie slightly above the floor (at 5%), and bracket #1 (at 11%) is
perched high above all. It is notable that this arrangement (and
change from the reference case) is similar to what was found for the
overall total tax structure, and the remarks in connection with the
significance and underlying reasons for those results apply here too.

3., Conservative shifting assumption, with adjustment (deduct-
ibility and export)

The line of light solid segments represents the case where the
adjustment ig considered under the conservative shifting assumption.
Here the entire curve shifts down (relative to the reference case).
Bracket numbers 2 through 9 make up the floor (at 3%), and numbers
10 (at 4%) and 11 {at 5%) lie along the slightly inclined right amm.
Bracket #1 1is located at the left-hand extremity with the highest
rate of all (7%). These observations are quite similar to those of
the analogous case for the tax structure as a whole (see the remarks
there regarding reasons for and significance of the results),

4. Extensive shifting assumption, with adjustment {(deductibil-
ity and export)

The line of dash-dot {(-~.-,) segments represents the case where
the adjustment and the extensive shifting assumption are combined,
The main effect (compared to the reference case) is to collapse the
right arm of the horseshoe (i.e., to decrease the rate for bracket
#11 to 4%).11 The main difference between this and the case of the
conservative assumption with the adjustment is the lower rate posi-
tion of bracket #11. Again, these results are similar to what was
found with respect to the tax structure as a whole.

B. Personal Income Tax

1. The personal income tax represented about 20% of total
Hawaii state and local taxes in 1960, and was dealt with under the
fixed assumption of no shifting. Graphs 3-a and 3-b depict the
information found in Chapter 5, Table V, columns 5 and 6. Graph 3-a
shows the reference case. Here bracket numbers 2 through 10 lay
in order along a rather straightlz positively sloped line which
ranges from 2% to 3%%. This picture indicates the progressiveness of
the effective rate structure, a feature which is even more extreme
at both the lowest and highest income brackets.l3 with the fixed
assumption of no shifting, only the consideration of the adjustment
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for tax deductibility and export provides an instance for comparison
with the base case.

2, Graph 3-b indicates that recognition of this adjustment
results in only a slight rate reduction (from the reference case)
for the lower income brackets (say, up through $4,999). However, for
the higher brackets a rate reduction occurs which is both noticeable
and increasing with income. The main reason for this pattern change
is, again, the progressivity of the federal personal income tax.
Note also the minor breaks in the upward slope of the line, which
indicate lapses in progression.

C. Property Tax

Next, the property tax will be examined. This component repre-
sented (in 1960) about 14 per cent of total taxes. Graphs 4-a and
4.b depict the information found in Chapter 5, Table V, columns 7 -

10.

1. Graph 4-a shows the reference case. Again the picture is
a sort of "U" shape. The upper right-hand extremity is higher than
the left (i.e., bracket numbers 1l and 1 at 5% and 4% respectively,
bear the highest and next-to-highest property tax rate assignments).
Bracket numbers 2 and 10 lie slightly up the left and right arms
respectively (at 2%), and the other brackets pretty much settle along
the floor (at 1%) with relatively low and invariant rates. fThe floor
has a bit of a downward-to-the-right slope which indicates lower
rates are associated with higher income brackets in this range (i.e.,
a slight departure from a proportional rate structure). The reasons
which underlie this pattern of estimates are not adequately stated
in brief terms so the interested reader is referred to Chapter 6.
There we indicate the several classes of property involved and the
considerations relevant to the calculation of particular shares of
the total property tax.

2. Now refer to Graph 4-b. The line of dashed (---) segments
represents the case 0f the extensive shifting assumption, without
adjustment. Here, compared to the reference case, the floor shifts
up to higher rates (at 2%} for bracket numbers 3 through 9 (but main-
tains the slightly negative slope).l4 The pair of lowest income
brackets (#1 and #2) bear the highest property tax rate assignments
{at 5% and 3% respectively). This is understandable because the
lower income groups are more likely to be tenants than landlords ang
to be more affected by the impact on use rather than source of income
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(the opposite is suggested for the higher income brackets), and
therefore the change in shifting assumption results in higher tax

rate estimates,

3. The line of light solid segments depicts the case of the
conservative shifting assumption, with adjustment for tax deductibil-
ity and export. In comparison to the reference case, here the whole
curve shifts down to lower rates fairly uniformly, except for bracket
#11 which moves to a lower rate level (at 2%) than that of bracket #1
(at 3%), but these two remain with the highest rates.

4. ‘The line of dash-dot (~.-.) segments represents the case
where the adjustment is combined with the extensive shifting assump-
tion. Here the comments which compared the reference to the exten-
sive case without the adjustment are again generally appropriate.
However, bracket numbers 10 and 11 are shifted down to even lower
rate levels {(at 1%% and 1%%) when the adjustment is introduced and
in fact bracket #11 here is assigned the lowest rate of all.

D. Fuel Tax

The last component to be examined here is the fuel tax,. which
represented about 12 per cent of total taxes (in 1960). Graphs 5-a
and 5-b depict the information found in Chapter 5, Table V, columns
11 - 14.

1. Graph 5-a represents the reference case. The picture shows
a gently upward slope to the right (from 1% to 1-1/3%) for the brack-
ets through to incomes less than $10,000, but this evidence of pro-
gression i8 not as pronounced as in the personal income tax case.
Bracket numbers 10 (at 2%) and 11 show the highest rate assignments
with the rate for #11 (at 5%) being substantially removed from the
others. Briefly, the reasons behind this pattern involve a positive
relation between income and proportion of income spent on fuel con-
sumption (autos, boats, planes) and a positive relation between
income and the proportional source of income from fuel sales, This
becomes apparent as the effect of the application of the adjustment
and the change in shifting assumption is noted., Further detail on
these underlying factors is found in Chapter 6.

2. Turning now to Graph 5-b, the line of heavy solid segments
repeats the reference case., The line of light solid segments shows
the case of the conservative shifting assumption, with the adjust-
ment. The adjustment pulls all rates down, especially those of
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bracket numbers 10 (at 1%) and 11 (at 2%}, but the general shape of
the arrangement is not changed very much from the reference case.

But when the extensive shifting assumption is used, without the
adjustment (see the line of dashed segments) the shape of the pattern
changes considerably from the reference case.15 And when the exten-
sive shifting assumption and the adjustment are combined (see the
line of dash-dot segments), the most noticeable effect is the lower-
ing (from the previous case) of the rate levels of bracket numbers

8, 9, 10, and 11, especially the latter.

This ends the graphical presentation of our results. Readers
interested in a more complete discussion of the material in Tables I
through IV are referred to Chapter 4, and to Chapter 5 regarding the
component taxes,
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Chapter 4

DISCUSSION OF ALTERNATIVE ESTIMATES
(OVERALL TAX STRUCTURE)

This chapter deals mainly with the material covered in Chapter
3, Section I, but goes into more detail regarding the alternate sets
of results and their comparison. The details presented in this
(and the next) chapter may prove useful in estimating effects of
proposed changes in the tax structure, especially in the absence of
a set of precise functional relations (between income brackets and
tax rates) for the various cases considered in Tables I - IV,

In Section I the estimates based on the A,.G,I. concept are
considered. In Section II the discussion goes on to consider the
effect of a change to each of the three other income concepts (which

were developed in Chapter 2),

[. RATES BASED ON A.G.1.

This section is divided into five parts. Parts A through D
refer to Tables I through IV (which appear in Chapter 1), and a
summary paragraph closes each part.l Part E presents some concluding
remarks on this material.

A. Table I

1. Table I involves the conservative shifting assumption, with~
out adjustment for tax deductibility or export. Here in column 2
the ratios of tax to income (the average effective tax rate esti-
mates) are based on the adjusted gross income concept of income. 2
This is the reference case, Note that these numbers range from about
10% (in the $5,000 - $5,999 bracket) to about 29% (in the $15,000
and over bracket). The income group which pays the highest rate
finds that these taxes account for about three times as large a por-
tion of its income than for the income group which pays the lowest
rate, Thus, based on this particular estimate, the combined Hawaiil
state and local tax structure is not a proportional cone (with respect
to income). A preoportional tax structure would result in a column
of equal numbers, annocuncing that each income group pays the same
portion of its income td the Hawaii state and local tax collector.3
Next, 1t is noted that these numbers do not move either from lowest
to highest or from highest to lowest. A uniformly progressive tax
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structure would exhibit the lowest to highest pattern, whereas the
opposite case would be a regressive structure.

It is useful to rank the brackets based on the calculated tax/
income ratio, with rank 1 assigned to the highest ratio and rank 11
+o the lowest ratio, The ranks are entered to right of the ratios
and a quick glance down the column shows that the pattern of rates
does not move in a single direction., Besides the up and down pat-
tern, the difference between pairs of ratios is worth consider-
ation.% The smaller the difference, the closer is the rate structure
to proportionality. Between ranks 1 and 2, the rate spread is about
12 percentage points, but between ranks 2 and 3, it is only about
2% percentage points, and from ranks 3 to 1l inclusive, the rate
spread is about 4 percentage points.

2. One feature of the rate structure which appears interesting
is that the five income brackets between $5,000 and $9,999 occupy the
last five ranks (7 through 11); i.e., these brackets pay the lowest
rates, Within this group, the highest rate is about 11.4% and the
lowest is about 10%, a rather small range which suggests an almost
proportional overall rate structure over this set of income brackets.
This group bears the assignment of about 30% of total taxes, and
accounts for about 42% of the income.>

3. Overall (all income brackets taken together) the tax/income
ratio works out to be about 14.8% and this is guite close to 14.4%
rate obtained for the $10,000 to 814,999 bracket,

Another aspect of the situation at the high end of the income
scale is that the difference between the $9,000 to $9,999 and
$10,000 to $14,999 brackets is about 3% percentage points (14.4% -
11%). Data within the latter bracket is not available, but it may
be that the range of "relative proportionality" extends even beyond
the £9,000 bracket.6 In any event, the pair of top income brackets
accounts for about 33% of income {A.G.I.) and has about 48% of the
tax assigned to it (on this basis), The 29% rate (rank number 1)
attached to the top income bracket is about twice the rate on the
10 to 15 group {(which ranks third on this basis), This "fact” is
not very meaningful in interpreting the tax treatment of these
adjacent brackets, however, because of {(a) the aforementioned absence
of data within the 10 to 15 bracket and {b} the open and nature of
the top (15 and over) bracket.
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4, The four brackets at the low end of the income scale (below
$5,000) represent about 25% of the income and bear an assignment of
about 22% of the tax. In this group the rates range from 17% (in
the lowest income bracket, which ranks second only to the top income
pracket on thise basis) to about 11 - 12%, and the ranks run from
2 to 6, with the three brackets between $2,000 and $4,999 receiving
fairly proportional treatment.

5., In summary of this set of calculations then, the group of
five brackets with income of at least $5,000 and less than $10,000
are in a comparatively low rate situation vis-a-vis the groups at
both the bottom and top of the income scale. In addition, it may be
noted that these results resemble those of a similar study done for

Wisconsin.’
B. Table II

Table II also employs the conservative shifting assumption, but
involves consideration of the adjustment for tax deductibility and
export. There are two main aspects to this feature., One, deduct-
ibility, is recognition of the fact that certain state and local
taxes are deductible for federal personal and corporate income tax
purposes. (See Appendix Tables 28, 30, 49 and 50.) The other,
export, is the allowance for nonresident ownership of business
enterprises which bear Hawaii state and local taxes.8 (See Appendix
Table 30.)

1. Let us examine the rates in Table II, column 3, and compare
them with those in the reference case, First of all, here in Table
II the total amount of tax to be dealt with is about $109 million
which is about 65% of the 5153 million involved in Table I, Thus the
level of rates is lower {(than in the reference case) over the entire
range of income brackets. The overall rate is about 10.5% (about
2/3 of what was found above) and this is bounded by rates attached
to the next-to-the-bottom and the next-to-the-top income brackets
which rank fifth and fourth, respectively. The rates range from a
low of about 8% (for the bracket $8,000 to $8,999) to a high of about
14.5% (for the bottom bracket of under $2,000 income), and so here
the ratio of highest rate to lowest rate has dropped to less than

2 to 1.9

2. Only two brackets have ranks the same as in the reference
case: 5 and 6, but the only case of an order shift of more than two
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ranks is the four place move of the bracket $5,000 to $5,999, and so
it seems that the overall rearrangement (resulting from use of the
adjustment) is not major, 10 Again the last five ranks are assigned
to the group of brackets in the $5,000 to $9,999 range, and the
spread of rates is barely more than 1%, indicating a rather propor-
tional structure for this part of the territory. The proportion of
total tax which is assigned to this middle set of brackets has
increased to about 343% of the total, but is still short of their
42% share of the income, 11

3. In summary of this set of calculations, then, it appears
that the situation is rather similar to what was found in Table I.
However, a comparison of the two sets of circumstances reveals that
the pair of highest income brackets have lower rates under the second
set of calculations (this is particularly true for the top bracket)
than under the first set. This occurs at the expense of both the
group of brackets at the low end of the income scale and the group
of brackets in middle range between $5,000 and $10,000. However,
this middle income group maintains the lowest rate,

The nature of the difference of the basis for the tax rate cal-
culations here (vis-a-vis the reference case) suggests the reasons
for the difference in the resultant pattern of rates. For one thing,
the adjustment for the federal income tax deductibility of Hawaii
state and local taxes paid has a non-uniform effect upon the several
income brackets because of the progressivity of the federal personal
income tax. A dollar of tax paid to the state represents a larger
subtraction from the federal personal income liability for a higher
income bracket than for a lower bracket. Furthermore, the higher
income brackets receive larger proportions of income in the form
corporate dividend distribution and therefore have assigned to them
larger shares of taxes which have been imposed on corporations and
not shifted from corporations. Two aspects of adjustment appear
here. One is the relief afforded by the federal corporate income
tax. The other is recognition of nonresident ownership of corpora-
tions which pay Hawail state and local tax. Thus, for these reasons,
the set of calculations presently under discussion describe a situa-
tion in which the higher income brackets, in particular, experience
lower rates (than in the reference case).

C. ‘Table III

Table II1I does not ihclude the adjustment for the tax deduct-
ipility and export, but it does involve the assumption of rather
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extensive forward shifting of taxes paid by businesses. 12

When the conservative shifting assumption is replaced by an
assumption of more extensive forward shiftingl3 of taxes, larger
amounts of tax enter our calculations on the basis of use of income
and smaller amounts are assigned on the basis of source of income,. l4
Data regarding expenditure pattern (income use) indicates that lower
income brackets spend larger proportions of their income on taxable
items than do higher income brackets.l5 Data regarding the source
distribution of income indicates that higher income brackets receive
larger proportions of income from nonwage sources (such as profits,
rentals, etc.} than do lower income brackets., Thus the change in
shifting assumption results in larger amounts of tax being "removed
from" the higher relative to the lower income brackets (on the
income source side)} and smaller amounts of tax being "placed upon”
the higher relative to the lower income brackets (on the income use
side), Therefore, the change in shifting assumption results in
relatively higher tax rate estimates for the lower income brackets
as compared to the higher brackets.

1. Pirst of all, it is noted that the total tax to be assigned
to the several income brackets is about $145 million., This is about
a5% of the amount dealt with in Table I. The reason for the differ-
ence is that the pattern of tax shifting employed in Table III allows
for a larger degree of tax exportation (for example via visitor
sales, as distinguished from the explicit adjustment discussed above)
and thus a lower estimate of the total amount of Hawaii state and
local tax assigned to resident income recipients. From this it is
understandable that the overall tax/income ratio of about 14% (which
lies midway between the rates for ranks 5 and 6) is lower (by about
3/4 of a percentage point)} than that for the reference case.

However, there certainly is not a uniform decline in the rate
assignments for each income bracket. In fact, for every bracket
except the top income, the situation in Table III is one of higher
rates than what was found in Table I. The most notable change is
that the top income bracket's rate is cut nearly in half, down to
about 16%, which is however high enough to rank number 2. The lowest
income bracket here ranks number 1, with a 23% rate, having under-
gone the second largest rate change, an increase of about 5 percent-
age points. Beside the rank switch between the top and bottom
brackets, the only other such reshuffling occurs among the brackets
in the $5,000 to $9,999 range, with only one instance of a jump of
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more than one slot. The range of rates yruns Ifrom about 23% to about
11%, considerably less than the range in Table I. The major part

of this "narrowing" occurs mainly between ranks 1 and 2. Note that
in the reference case, the top income bracket has rank 1, and rank 2
went to the lowest income bracket. These rank assignments were
reversed in both Table II (conservative shifting assumption, with
adjustment) and in Table III (extensive shifting assumption, without
adjustment). However, in Table II this reversal occurred with a
decrease in the lowest bracket rate, but in Table III the lowest
bracket rate was substantially increased. Thus we see an important
dissimilarity between the effect of introducing the adjustment as
compared to the extensive shifting assumption.

2. The location of the last five ranks in the $5,000 to $9,900
range of income brackets occurs again. Furthermore, there is a
spread of only about 1% percentage points in the rates here, again
indicating a fairly proportional area.l6 This group of brackets has
35% of the total tax assigned to it here, 5 percentage points more
+han in the reference case, but still less than its 42% of A.G.I.

3. The top two income brackets occupy ranks 2 and 3, with a
spread of about 1 percentage point between their rates. This is
in marked contrast to 14 percentage point spread and 2 to 1 ratio of
rates found in Table I. The more extensive tax shifting assumption
has closed this gap, to even a greater degree than that which results
from the adjustment for tax deductibility and export. As a group,
this pair of top income brackets has about 36% of the total tax
assigned to it, about 11 percentage points less than in the reference
case, but still in excess of its 33% of total A.G.I.17

4. The group of 4 lowest income brackets occupy rank 1 and 4
through 6, with a rate spread of about 9 percentage points overall
but only about 1 point between ranks 4 and 6. The rate assignment
of the bhottom income bracket (almost 23%) is about 6 percentage
points above that of the next to the bottom income bracket (ranked
number 5), and about 7 points above the rate ranked number 2 (the
top income bracket). Thus the perhaps most notable features of the
results of the calculations here in Table III are the outstanding
position of the income bracket with the highest rate, and the fact
that this is the lowest income bracket. 18

5. It should be clear that the pair of changes in the basis for

calculation (the shifting assumption on the one hand, and the adjust-
ment on the other) are not of the same general nature. Use of the
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extensive shifting assumption resulits in the top income bracket
experiencing a rate decline at the non-uniform expense of all other
brackets each of whose tax assignments is larger than in the refer-
ence case, but not by the same amount (or proportion). The rather
regressive nature of the effect of the extensive shifting assumption
shows up in the comparison of the rates for a given income bracket
under the two shifting cases. Subtracting the rate in III from the
rate in I, for each income bracket, provides a set of differences
which, as has been mentioned, are negative (Table III rate higher
than Table I rate) except in the instance of the highest income
bracket. On the other hand, the adjustment results in rates which
for all brackets are lower (than under the original basis) but,
again, in differing amounts, with the major adjustment occurring in
the top bracket.

6. To briefly summarize this set of tax/income calculations,
it is noted that the major dissimilarity between these results and
those in Table I appears with respect to the situation of the
highest and lowest income brackets. Also, the break between, with a
relatively proportional structure within, the pair of groups of
brackets with incomes bhetween $2,000 to $4,999 and $5,000 to $9,999,
appears to hold up even though all rates for these brackets are
higher here in Table IITI. Finally, the $5,000 to $9,999 group main-
tains its position as the set of brackets with the lowest rates.

D, Table IV

So far, three sets of tax/income ratios have been reviewed.
Fach set contains eleven rates {one for each income bracket) and for
each case the same income concept (A.G.I.) has been employed.
Table IV shows the results of employing both the more extensive tax
shifting assumption and the adjustment.

1. The total amount of tax involved here in IV is about $128
million, about 84% of the amount in Table I. The overall (all income
brackets) tax/income ratio works out to about 12.4% and is quite
close to the rate with rank 6, which is assigned to the income
bracket $5,000 to $5,999.19 However, the lower (compared to the
reference case) overall rate is not accompanied by lower rates
assigned to all income brackets. In fact, the rates assigned to all
the income brackets up through $5,999 are higher here than in the
reference case, while the rates for all other brackets (56,000 and

above) are lower.
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2. An outstanding feature of these results is that the top
income bracket is assigned a rate of about 11% and ranks number 7.
Thus, whereas the separate use of the adjustment and of the more
extensive shifting assumptions move the top income bracket from rank
1 down to rank 2, the combination of these two situates the top
bracket with a rate rather below the average. The highest rate, 22%,
is assigned to the lowest income bracket. Thus not only does the
lowest income bracket have the highest rate, but that rate is twice
as high as for the top income bracket and more than twice as high as
for the top income bracket and more than twice as high as for the
bhracket with rank 11 ($8,000 to $8,999). Furthermore, the difference
between ranks 2 and 11 is 4 points. And so in this set of calcula-
tions, as in those of Table III, the degree to which the bottom
income bracket, rank 1, stands apart from the others is a rather

notable result.

3. The group of 5 brackets with income in the $5,000 to $9,999
range bears the assignment, for this set of calculations, of 37% of
total tax, about 7 percentage points more than in the reference case,
but still less than the group's 42% share of total income. When only
the 4 brackets in the $6,000 to $9,999 range are considered, the tax
share (for this set of calculations) is 28%, compared to a 33%%
income share.?0 Thus when the $5,000 to $5,999 bracket is eliminated
from the group, the ratio of tax share/income share for the group

falls from 88% to 83%.21

4, The group of 4 lowest income brackets bears the assignment
of about 31% of the total tax, about 9 percentage points higher than
in the reference case. This group represents about 25% of the total
A.G.I. However, the bottom income bracket alone represents about
3.8% of the total A.G.I., and bears the assignment here of about 6.2%
of the total tax, and about 4.4% of the total tax in the reference
case. The following calculations of the ratios of tax share/income
share?? helps to indicate the extent to which the bottom income
bracket leads the next three income brackets with regard to this
disproportionality (of tax share to income share).

This Case (IV) Reference Case (I

Group of 4 lowest income brackets 121% 87%

Bottom income bracket 163% 116%

Group of next 3 income brackets
(52,000 to $4,999) 114% 82%
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The foursome occupies ranks 1 through 3 and 5, but the rate differ-
ence between ranks 4 and 5 is negligible, and so here in these
Table IV calculations, the four lowest income brackets are situated
among the highest rates. This is understandable as we have noted
that both the extensive shifting assumption and the adjustment serve
to move these brackets toward the higher rate ranks,

5. The pair of highest income brackets here are assigned about
32% of the total tax, which is about 16 points less than in the
reference case and, in contrast to the 3 other sets of calculations,
1 point less than the group's 33% share of A.G,I. Also, note that
for the first time the rate for the $10,000 to $14,999 bracket is
higher than for the top bracket.

6. To briefly summarize the results in Table IV, note:

(1} the relatively high rate for the bottom income
bracket;

(2} the lowered rate position for the top income
bracket;

(3) the maintenance of the lowest rate situation by
the middle income group.

E. Conclusion

The four sets of tax/income ratio calculations presented in
Tables I through IV appear to yield a somewhat similar pattern of
results., In general, the middle group of brackets ($5,000 to $9,999)
has the lowest rate assignments compared to the brackets below and
above this group. In addition, the five brackets within this group
have rate assignments which are rather equal. Also, the relatively
high rate assignment to the bottom income bracket occurs throughout
the four sets of calculations. Also, generally speaking, this rate
is outstanding in the two senses that there is a rather substantial
difference between the bottom income bracket rate and (a) the next
highest rate, and (b) the rates assigned to the other income brackets
at the low end of the income scale.

To conclude this discussion of the rates based upon A,.G,I. we

look at a pair of ways to summarize the effect of changing the
shifting assumption and/or introducing the adjustment.
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First we examine the pattern of rank shifts. The following
table shows the instances of rank shifts of 2 ranks or more. Note
that an increase in rank (e.g., from rank 11 to rank 7) refers to
movement from a lower estimated tax rate to a higher estimated tax

rate,

RANK SHIFTING FOR A.G.I.
{(Comparing Column 2 of Tables I thru IV)

Decrease in Rate Rank Increase in Rate Rank
Income Income

Table Bracket From To Bracket From | To

I to II $6,000 - $6,999 8 10 $5,000 -~ $5,999 11 7
£7,000 -~ $7,999 7 9

I to ITT $5,000 - $£5,999 11 7

I to IV 57,000 - 57,999 7 9 $2,000 - $2,999 5 3

$4,000 - $4,999 4 2

$15,000 and over 1 7 $5,000 -~ $5,999 11 6

Next we examine rate structure change that is the pattern of
rate changes which results from a change in the basis of calculation.
For example, look at column 2 in Tables I and II and consider the
first bracket. The rate in Table I is 17.11, the rate in Table I1I
is 14.50, and the difference (column 2 Table I rate minus column 2
Table II rate) is 2,61, This difference wjill be referred to as the
absolute change. The absolute change divided by the Table I rate
will be referred to as the percentage change {(2.61/17.11 = 15, 2%).
Similarly, the absolute change and the percentage change can be
calculated for the overall total {(these turn out to be, for column 2
of Table I compared to column 2 of Table II, 4.28 and 28.9%). The
absolute change for the first bracket may be expressed as a ratio to
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the absolute change for the overall total (e.g., 2.61/4.28 = .61),

A similar ratio may be constructed for the percentage change (e.qg.,
15.2/28.9 = .53) and this ratio will be referred to as the relative
percentage change.23 gimilar calculations may be made for each of

the other ten brackets. The same sort of calculations may be made

regarding the rates in column 2 of Tables III, and IV also.

The results for the relative percentage change figures are
shown in the table below.

RELATIVE PERCENTAGE CHANGEQ/

(1) (2) - (3)
Income
Bracket I vs., II I vs. II}Q/ I vs. Ivb/
Under $2,000 .53 6,23% 1.84%*
2,000 -~ 2,999 .47 4.,18% 1.08%*
3,000 ~ 3,999 .51 3.08% LT71*
4,000 ~ 4,999 .40 3.36% 8.05%
5,000 - 5,999 .27 4.,78% 1,33*%
6,000 -~ 6,999 .75 1.48% .10
7,000 - 7,999 .84 . 94% .34
8,000 - 8,999 77 1.18% .22
9,000 - 9,999 .75 1.24% .14
10,000 -14,999 .88 .66% .59
15,000 and over 1.77 8.40 3.79

a/ See Appendix Table 56,
b/ The * means that the underlying difference is of opposite
sign compared to the average and the other entries in the

column.
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Use column 1 as an example. All the entries except the last
are less than 1. A number greater than 1 indicates that under the
conservative shifting assumption, the change from "without the
adjustment” to "with the adjustment” has a greater effect (in terms
of relative percentage change) on the tax rate for the income
bracket than on the rate for the overall total (i.e., over all
income brackets). Similarly, an entry which is less than 1 indicates
a less than average effect., In column 1, the effect for each bracket
and for the average is in the same direction, and all underlying

changes are positive (that is, for each bracket, the rate calculated
without the adjustment is higher than the rate with the adjustment).
Only the top income bracket has an entry greater 1, and this bracket
may be designated as "G" to signify that its rate fell more than the
average did as a result of the application of the adjustment, and
the other brackets are designated as "L", 2%

The same brackets appear as "L"™ in column 2, where the compari-
son is between the conservative and the extensive shifting assump-
tions, both without the adjustment. In this case, however, except
for the top income bracket and the overall average, all of the
underlying changes are negative (that is, for each bracket, except
the $15,000 and over, the rate calculated for the extensive shifting
assumption exceeds the rate for the conservative assumption.

In the sense that the direction of the effect is not the same
for all brackets, the effect of the change in shifting assumptions
may be considered more severe than the "without the adjustment" —--
"with the adjustment" case. Furthermore, a difference between the
two cases may be noted with respect to the inter-bracket distribution
of the effect on the members of the "L" group. In column 2, there
is a positive relation between the magnitude of the effect and the
absolute size of the number in the entry, whereas, in column 1, this
relation 1s negative. Keeping this in mind, we note that there is
a difference between the two cases, with respect to the relative
magnitude of each effect on a given income bracket. The bottom
income bracket, for example, is effected to a relatively greater
degree by the change in shifting assumption than by the application
of the adjustment, whereas the opposite is true for the $7,000 -
$7,999 bracket.

The entries in column 3 show the effect of the change from the
conservative shifting assumption without the adjustment to the
extensive shifting assumption with the adjustment. Once again the
only member of the "G" set is the top income bracket. The five
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income brackets between $6,000 and $14,999 show changes in the same
direction as the top bracket, but these changes, which are positive,
are all less than the overall average, and so these five brackets
are again members of the "L" set. The other members of the "L" set,
the five brackets of less than $6,000 income, each shows an under-
lying change which is negative, and therefore opposite in direction

to the average.

Il. RATES BASED ON OTHER INCOME CONCEPTS

The foregoing comparison of the tax rate structure under the
different shifting assumptions, with and without adjustment, has been
based on rates relative to A.G.I., A similarly detailed comparison
of rates based on the several other income concepts will not be
discussed here, However, it is possible to see the effect on the
rate structure due to a change in the income concept from a somewhat
more summary view., To do this we first examine the pattern of rank
shifts brought about by a change in income concept. Then we examine
by brackets, the ratio of the bracket rate change relative to the
weighted average rate change, and this is done for changes in both
absolute and percentage terms.

A, Rank Shifting

We may begin by looking at the effect of deducting federal taxes
paid from income., This is done for A.G.I. by comparing ranks in
columns 2 and 3 (for a given table, I through IV), and for "Broadened
Income" by comparing ranks in columns 4 and 5 {again, for each
table}.

In Table I a comparison of the ranks in columns 2 and 3 shows
very little rank shift. Columns 4 and 5 show no rank shift. 1In
both cases the average rate moves slightly from rank 3 to between
ranks 2 and 3. So in Table I there seems t0 be very little rank
difference between rates based on income versus income after federal

tax.

The same conclusion holds for Table II. Here the only shift
of more than 2 ranks occurs in the top bracket hetween columns 4
and 5 (a shift from 4 to 1), and there is very little rank shift in
the average rate. Similarly in Table III the largest shift is that
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of the top bracket between columns 4 and 5 (from rank 5 to 3). And
again in Table IV there is a similar result (top bracket shifts
bhetween columns 4 and 5 from rank 11 to 7). Thus we conclude that
there is not much effect on the pattern of ranks due to a change
from income to income after federal tax, whether we use A.G.I. Or
"Broadened Income", and this holds for both shifting assumptions,
with and without the adjustment.

The effect of the change from A.G.I. to "Broadened Income" is
somewhat more complex. The table on the next page (page 57) shows
the instances of rank shifts of 2 ranks or more.

To account f£or both shifting assumptions, with and without
adjustment, the results for each of Tables I through IV are shown.
The case of no deduction for federal tax involves comparison of
columns 2 and 4 (for each Table I - IV) and comparison of columns 3
and 5 (Tables I - IV) shows the case for income after federal tax.

The "Decrease" columns refer to a move from a lower numbered
rank (higher rate} to a higher numbered rank {lower rate), and the
opposite holds for the "Increase" columns., The indication here is
that the $2,000 - $2,999 bracket experiences a decrease in all 8
cases and by at least 6 ranks in each case. The only other brackets
which show a decrease in more than one case are the top income
bracket (3 cases) and the $3,000 -~ $3,999 (2 cases). The brackets
$9,000 -~ $9,999 and $5,000 - $5,999 experience an increase in 7 and
6 cases respectively. The brackets $6,000 - $6,999, $7,000 - $7,999,
$8,000 - $8,999, and $10,000 - $14,999 increase in 2 cases each.
Except for the $9,000 -~ $9,999 bracket, most of these "increase"
cases involve just a 2 rank shift. So generally speaking, with
respect to ranks, a change from A.G.I, to "Broadened Income"” mainly
moves the $2,000 - $2,999 bracket to lower ranks and moves the
brackets $9,000 -~ $9,999 and $5,000 ~ $5,999 to higher ranks.

B, Rate Structure Changes

1. Now we may examine the pattern of rate changes which results
from a change in income concept. For example, look at Table I, and
consider the £irst bracket. The rate in column 2 (A.G.I.) is 17.11,
the rate in column 4 ("Broadened Income"} is 12.27, and the differ-
ence (column 2 rate minus column 4 rate) is 4.84, This difference
is the absolute change, and the absclute change divided by the column
2 rate is the percentage change (4.84/12.27 = 29.20%). The absolute
change and the percentage change are calculated for the overall total
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{these turn out to be, for column 2 compared to column 4, 2.63 and

17.

1.84).

79%) .

The absolute change for each bracket may be expressed as a
ratio to the absolute change for the overall total (e.g., 4.84/2.63
A similar ratio may be constructed for the percentage change,

that is the relative percentage change,
The same sort of calculations may be made regarding the rates in
columns 2 and 4 of Tables II,

from A.G.I.

federal tax (use columns 2 and 5, Tables I through IV).

2.

The results for the relative percentage change figures are
shown in the following tables.

I1%,

and IV also.

to A.G.I. minus federal tax
Tables I through IV) and from A.G.I. to "Broadened Income" minus

{(e.g., 28.29/17.79 = 1.59).

Finally, the same
sort of calculations may be made to determine the effect of a change

(use columns 2 and 3, from

RELATIVE PERCENTAGE CHANGEZ/

1 2 3 4
A.G.I. vs, Broadened Income

Brackets (Table I) (Table III) {Table II) (Table 1IV)

Under & 2,000 1.59 1.73 1.60 1,72
$ 2,000 ~ 5 2,999 1.80 2.01 1.81 2,00
$ 3,000 - 3 3,999 1.09 1.18 1.09 1.17
$ 4,000 - % 4,999 .80 .86 .81 .86
$ 5,000 - 8 5,999 .51 .56 .51 .56
$ 6,000 - 8 6,999 .63 .64 .63 .64
$ 7,000 - § 7,999 .64 .63 .64 .63
$ 8,000 - $ 8,999 .46 .45 .47 .45
$ 9,000 - § 9,999 .49 .48 .48 .47
510,000 - $14,999 .54 .51 .54 .51
$15,000 and over l1.92 1.85 1.94 1.84

a/ See Appendix Table 57

b/ The * indicates that the underlying difference is of opposite
T sign compared to the average and the other entries in the column.
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RELATIVE PERCENTAGE CHANGE (Continued)

[ 5 6 7 8
A G, I, vs., A.G.I, - Federal Tax
Brackets (Table I) (Table III) (Table II) (Table 1IV)

Under $ 2,000 .96 1.15 .96 1.15

$ 2,000 - $ 2,999 .89 .93 .90 .93
$ 3,000 - § 3,999 .86 .86 .85 .86
$ 4,000 -~ $ 4,999 .88 .89 .87 .89
$ 5,000 - $ 5,999 .80 .82 .80 .81
$ 6,000 - $§ 6,999 .83 .83 .84 .83
$ 7,000 -~ 5 7,999 .85 .85 .85 .85
$ 8,000 - % 8,999 .83 .82 .83 .82
$ 92,000 - $ 9,999 .84 .83 .84 .84
510,000 - $14,999 1.05 1.07 1.05 1.07
$15,000 and over 1.70 1.59 1.70 1.60
9 10 11 12

A.G.I. vs, Broadened Income - Federal Taxﬁ/
Brackets (Table I) (Table IIY} (Table II) (Table 1V)

Under $ 2,000 . 1.61%* .63% 1.60% .63%

$ 2,000 - § 2,999 2.69% 1.64%* 2.69% 1.63%
$ 3,000 -~ § 3,999 . 18%* .13 .19% .13
$ 4,000 - $ 4,999 .80 .83 .79 .83
$ 5,000 - $ 5,999 1.32 1.19 1.31 1.19
$ 6,000 - $ 6,999 1.44 1.27 1.44 1.28
$ 7,000 - $ 7,999 1.51 1.33 1.52 1.35
$ 8,000 - § 8,999 1.97 1.62 1.95 1.62
$ 9,000 - § 9,999 1.90 1.58 1.90 1.59
$10,000 -~ $14,999 2.47 2,10 2.46 2.11
315,000 and over 1.03 1.01 1.03 1.02
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Note that for each bracket the entries in columns 1 and 3, 2 and 4,
5 and 7, 6 and 8, 9 and 11, and 10 and 12 are virtually identical
(i.e., reading down column 1 shows about the same as reading down
column 3, down column 2 is about the same as down column 4, etc.).
The distinction between these pairs is that the first member (e.g.,
column 1} is based on rates without the adjustment, whereas the
second member {e.g., column 3) has the adjustment. The simplicity
indicates that the effect of a change in income concept is indepen-
dent of whether the rates include the adjustment or not, so we may
focus our attention on columns 1, 2, 5, 6, 9, and 10, Columns 1, 5,
and 9 refer to Table I, while 2, 6, and 10 refer to Table III, and
it i1s recalled that the distinction between these two tables is the
shifting assumption. Columns 1 and 2 both deal with a change from
A.G.I. to "Broadened Income"”, Columns 5 and 6 both refer to A.G.I.
versus A.G.I. minus federal tax. Columns 9 and 10 both refer to
A.G.T. versus "Broadened Income" minus federal tax. The details of
the differences among these income concepts are discussed in
Chapter 2. Bracket distributions for income after federal taxes
paid are in Appendix Table 60.

3. HNow use column 1 as an example. Some of the numbers in
this column are greater than 1, others are less than 1. An entry
greater than 1 indicates that a change from A,G,I. to "Broadened
Income" has a greater effect on the tax rate for the bracket than on
the rate for the overall total (i.e., over all brackets). Similarly,
an entry which is less than 1 indicates a less than average effect.
In column 1 (and also in columns 2, 5, and 6) the effect for each
bracket and for the average 1s in the same direction. (This is not
true for columns 10 and 12.) For column 1, all the underlying
changes are positive (that is, for each bracket, the rate based on
A.,G,I. is higher than the rate based on "Broadened Income"). The
brackets which show entries less than 1 are all between $4,000 and
$14,999. These brackets may be designated as "L" to signify that
their rates fell less than the average did under this lncome concept
change, and the other brackets are designated as "GY. 25

The same brackets appear as "L" in column 2. Some brackets
have higher numbers in column 2 than they do in column 1 (e.g., the
first bracket, a "G", and the $5,000 - $5,999, an "L") and some have
lower numbers (e.g., the highest income bracket, a "G", andéd the
$8,000 - $8,999, an "L"). But the patterns in columns 1 and 2 are
similar and so in general it seems that the rate structure change
due to a change from A.G,I., to the "Broadened Income” concept is not
much influenced by the choice of shifting assumption.
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4. Now the effect of the change from A.G.I. to A.G.I. minus
federal taxes paid may be considered by examining columns 5 and 6.
The underlying figures show that here the differences are all
negative (that is, the rates based on A.G.I. are all lower than the
rates for A.G.I. minus federal taxes). Therefore those brackets
with numbers less than 1 may be designated as "G" because their
rates show a less than average % increase, and the other brackets
are designated as "L", In column 5, all brackets except the pair
of highest incomes fall into this category. In column 6, the
bottom income bracket joins the previous pair of YL* (those brackets
with numbers greater than 1, whose rates show a greater than average
o increase due to the change in income concept). Except for the
lowest and highest income brackets, the numbers in columns 5 and 6
are guite similar, and this indicates that, except at the income
extremes, the rate structure change due to this change in income
concept is not much influenced by the choice of shifting assumption,.
However, the bottom bracket fares rather differently26 under the
conservative shifting assumption than it does under the more exten-
sive one, from the point of view of the effect which this change
in income concept has on the % change in the bracket's tax rate
compared to the average. This bracket is a "G" under the conserva-
tive and an "L® under the more extensive shifting assumption. The
highest income bracket is an "L" under both assumptions, but to a
iesser extent under the extensive than with the conservative
shifting assumption. This is because of the effect which the choice
of shifting assumption has on the estimates of the federal tax
payments by brackets (a big item here is the excise tax component).
The fact that the highest bracket shows up as an "L" is not
surprising, given the importance and progressivity of federal
income taxes.

5. Finally, the effect of the change from A.G.I. to "Broadened
Income® minus federal taxes paid may be considered by examining
columns 9 and 10. For column 9, the underlying differences are all
negative except for the first three brackets (which bear asterisks).
These brackets are designated as "G" because their tax rates
decrease as a result of this change in income concept. The only
other "G" is the $4,000 -~ $4,999 bracket (the entry is less than 1).
Much the same is true in column 10 on this score, except that only
the first 2 brackets have positive underlying differences. Again
only the first 4 brackets are "G".
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In comparing columns 9 and 10 to get an indication of whether
the shifting assumption influences the effect of the change in
income concept, the following is noted. The first two brackets show
rather large differences (their change is lower under the more
extensive shifting assumption, and this is because the impact of the
assumption change is relatively stronger with respect to the federal
income taxes deduction than with respect to the income broadening
additions, for these brackets). The entries for the other brackets
show much less inter-column variation, but column 9 entries are
generally higher, the difference is small for the $3,000 to $3,999
bracket, and the difference gets larger over the range of brackets
to $14,999, with the highest income bracket showing a small inter-

column difference.
6. In summary, the following may be noted.

(a} Lower income bracket (under $4,000) (1 - 3) rates are
are relatively low under A.G.I., in the sense that
they are among the "G" brackets (their rates increase
more or decreagse less than the average, in % terms)
in each case of change in income concept considered

here,

{b) The pair of highest income brackets show a rather
opposite pattern. With a single exception (the top
income bracket in the change to Broadened Income)
they are always among the "L" brackets. Thus their
rates are relatively high under A.G.I. (in the same
relative sense as indicated above). The group of
middle income brackets are among the "G" brackets
with the change to A.G.I. minus federal taxes, and
among the "L" brackets in the other cases.

This ends the discussion 0f alternative rate estimates for the

overall tax structure. The next chapter proceeds along similar lines
and the four major component taxes are discussed individually.
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Chapter 5

DISCUSSION OF ALTERNATIVE ESTIMATES
(COMPONENT TAXES)

In this chapter, we continue to examine our estimates of effec-
tive tax rates, and attention is focused on several of the majorjL
component taxes. The purpose of this chapter is to provide somewhat
more detail than is found in Chapter 3, Section II (therefore, some
readers may be satisfied with the coverage in Chapter 3 and choose
to skip Chapter 5). The discussion involves only the estimates
based on A.G.I. because our analysis (similar fo that discussed in
Chapter 4, Section II) indicates that the rate patterns are rela-
tively insensitive to the choice of income concept.2 In addition
to comparisons of rates calculated under different assumptions,
results for component taxes are compared with analogous calculations
for the total tax structure, and similarities are noted. 1In the
cases of the excise, property, and fuel taxes, the tax rate estimates
were constructed by disaggregating each of these major component
taxes into sub-components., Each sub-component was handled separately
and therefore the factors which underlie the patterns of rate esti-
mates are not adequately stated in brief terms. The interested
reader is referred to Chapter 6.

I. GENERAL EXCISE TAX

Since the General Excise accounted (in 1960} for about 40 per
cent of the total, it will be considered first. Refer to Table V,
columns 1 to 4, which appears on the following page.

A.

For the reference case (conservative shifting assumption, with-
out adjustment) the tax to income ratios (average effective tax
rates) range from about 1l% per cent to about 3% per cent. This is
of interest since the maximum rate on any single transaction was
3% per cent ad valorem.3 The $15,000 and over bracket has the
highest rate which is about three times the lowest rate (associated
with the $5,000 to 55,999 bracket), and this result is nearly the
same as was found with respect to the total tax structure. There is
a spread of about 3 percentage points between ranks 1 and 2 (which
turns out to be the under $2,000 bracket), and about 3 percentage
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DISCUSSION OF ALTERNATIVE ESTIMATES
{COMPONENT TAXES)

points between ranks 2 and 3 (the $10,000 to $14,999 bracket). But
between ranks 3 and 11, the spread is only 2 percentage points, and
only 1 point between ranks 4 and 11, and this narrowing of the rate
differential indicates a rather proportioned range. For all income
brackets taken together, the rate is about 5.7 per cent, just about
equal to that of the $10,000 to $14,999 bracket (which, as in the
corresponding total tax calculation, is about 1/2 that of the highest
income bracket}.

The group of five brackets in the $5,000 to $9,999 range occupy
ranks from 5 through 11, excluding 8 and 9 which are assigned to the
$3,000 to $3,999 and $4,000 to $4,999 brackets respectively., Thus
for the excise tax alone, the lowest rate situations are not solely
the property of the middle income grou;:.4 Perhaps the picture c¢an
best be described as one of relative proportionality at a relatively
low rate for the eight brackets from $2,000 to $9,999, a group which
accounts for 46 per cent of the excise tax and 63 per cent of the
income,?

B.
Examination of the calculations based on the extensive shifting

assumption without adjustment indicates the following comparison
(with the reference case):

1. wvery little change in the range of rates or the overall
average rate;

2, 1little in the way of significant rank shift, except for
the increase of the lowest income bracket to rank 1
{(highest rate, 11%) and the decrease of highest income
bracket to rank 4 with a 5.8% rate which is about
average;

3. an increase (to 5 percentage points) in the difference
between ranks 1 and 2, a decrease {to almost zero)
between ranks 2 and 3, and further overall reduction in
the difference between ranks 2 to 11 (to about 1% per-
centage points), which indicates that the extensive
shifting assumption moves the rate structure toward
proportionality for all but the lowest income bracket:

4, the calculated assignments ¢f the excise tax show the
following proportions, by income brackets:
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pair of highest: 36% (decrease from 48%)
pair of lowest: 13% (increase from 9%)
all others: 51% (increase from 42%)
$5,000 to $9,999: 36% (increase from 30%):

5. total excise tax assigned: $55.964 million (decrease
from $59.586 million).

The reader who is interested in reasons for the observed rate
pattern change may refer to Chapter 6 where details of the estimating
procedure are discussed. Briefly, use of the extensive shifting
assumption means that less of the excise tax will be assigned via
source of income, and more will bhe assigned via use of income.

Higher income brackets receive relatively large proportions of income
from sources which are assigned excise tax under the conservative
assumption. Lower income brackets spend relatively larger propor-
tions of income on uses which are assigned excise tax under the
extensive assumption., Therefore the calculated rate pattern changes
as indicated., The change is similar to what occurs for all taxes
considered together (see Chapter 4).

c.
Fxamination of the calculations based on the conservative shift-

ing assumption with the adjustment indicates the following comparison
(with the reference case):

1. notliceable decreases in the upper and lower limits of
the range of rates and their difference and in the
overall average rate;

2. noticeable rank shifting among the middle income brack-
ets where the rate differences are small, and a swap
between the lowest income bracket (from rank 2 to 1)
and the top income bracket (from rank 1 to 2):

3. a decrease in the percentage difference between ranks 1
and 2;

4, a total excise tax of $§41,017 million is accounted for
in the following proportions:

pair of income bracket highest: 39%
pair of income bracket lowest: 12%
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(COMPONENT TAXES)

all other income brackets: 49%
$5,000 to 59,999 bracket: 37%.

These results are similar to what was found for analogous calcu-
lations involving total taxes as discussed in Chapter 4. Readers
interested in the nature of the adjustment and its role in changing
the tax rate patterns may refer to Chapters 4 and 6. The main point
is that this allowance for tax deductibility and export reduces all
rates, but has a more pronounced effect on higher income brackets
because of the progressivity of the federal income taxes and the
positive relation between income size and the proportion of nonwage
income.

D.

——am

As has been noted, a component of the adijustment for tax deduct-
ibility and export is the deductibility of certain state and local
taxes for federal income tax purposes. The legal deduction for the
Hawaii General Excise is 2 per cent of A,G,I. However, it is inter-
esting to compare this allowable deduction with a calculated deduc-
tion which appears to be more satisfactory on theoretical grounds.6
The total allowable deduction is approximately $1,905,000. Under
the conservative shifting assumption this turns out to be about
54 per cent of the theoretical deduction which amounts to $3,505,000.
Under the more extensive shifting assumption the allowable is only
about 37 per cent of the theoretical which is approximately $5.1
million. The table on the following page {page 6B) presents the
allowable and the "theoretical" deductions ({(for both the conservative
and the more extensive shifting assumptions) and the ratios ({stated
in %) of the allowable to the "theoreticals”.

The figures indicate that the allowable deduction is less than
the "theoretical"” or calculated deduction,’ and that the difference
is not uniform over the income scale (e.g., in column (4) we see
that the ratio of allowable to "theoretical" is 29.9% for the lowest
income bracket and 54.4% for the highest income bracket and therefore
the difference from equality of the allowable and the "theoretical®,
is larger for the lowest income bracket than for the highest income
bracket). Thus the multi-stage feature of the Hawaii Excise Tax in
combination with the Federal Personal Income Tax deductibility pro-
vision works to the disadvantage of Hawaii taxpayers (compared to a
state where the calculated deduction equals the allowable), and the
magnitude of the disadvantage varies over the income scale.
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{ $ Thousand)

(L)

(2)
( $ Thousand)

(3)
{ $ Thousand)

(4

)

(5)

Allowable "Theoretical® "Theoretical" Percent Percent

Income Bracket Deduction Deduction Deduction

2% of A,G.I, Conservative Extensive (1) + (2) (L)y = (3)
Shifting Shifting

Assumption Assumption
Undexr § 2,000 5.0 16,7 27.1 29.9 18.5
$ 2,000 -~ § 2,999 33.1 58.0 92.4 57.1 35.8
3,000 - 3,999 56.1 84.4 131.8 66.5 42.6
4,000 -~ 4,999 82.8 131.4 199.6 63.0 41.5
5,000 - 5,999 70.0 109.5 165,1 63.9 42.4
6,000 - 6,999 179.1 272.5 401.1 65.7 44.7
7,000 - 7,999 169.2 256.9 380.1 65.9 44.5
8,000 - 8,999 147.5 198.6 295.,2 74.3 50.0
9,000 - 9,999 97.8 141 .4 210.3 69.2 46.5
10,000 - 14,999 557.6 1,049.1 1,538.8 53.2 36.2
15,000 and above 507.1 1,186.7 1,692.1 42.7 30.0
TOTAL 1,905 3,505 5,134 54.4 37.1




DISCUSSION OF ALTERNATIVE ESTIMATES
{(COMPONENT TAXES)

E.

pa———y

Examination of the calculations based on the extensive shifting
assumption with the adjustment, indicates the following comparison
(with the reference case):

1. wvery little change in the range of rates, but a notice-
able decrease in the overall average rate (from 5.8 to
4.9} ;

2. noticable rank shifting among the middle brackets where
rate differences are small, but also the following signi-
ficant moves:

top income bracket (from rank 1 to 9, with a below
average rate)

bottom income bracket (from rank 2 to 1)

$2,000 -~ $2,999 (from rank 4 to 2):

3. changes in the rate differences between and among ranks
gimilar to the changes noted above for the extensive
case without adjustment;

4. the following proportions by income brackets of a total
excise tax of $50.702 million:

pair of highest: 33%
pair of lowest: 14%
all others: 53%
$5,000 - $9,999: 37%.

These results are gquite similar to those for the analogous cal~
culation involving all taxes.

{I. PERSONAL INCOME TAX

The personal income tax accounted for about 20% of total taxes
{(in 1960). For this component it was assumed that no shifting
occurred, therefore there are only a pair of cases for comparison:
with and without the adjustment. Refer to Table V, columns 5 and 6,
which appears on the following page.
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TABLE V {Continued)
Effective Rates With Respect To A,.G.I,

Personal Income Tax

Conservatiii Shifting Conservatisé Shifting

Assumption without Assumption with
Income Bracket Adjustment Adjustment

Percent Rank Percent Rank
Under § 2,000 1.29 11 1.28 11
$ 2,000 - § 2,999 2.02 10 1.96 10
$ 3,000 - 8% 3,999 2.24 9 2.17 9
$ 4,000 - $ 4,999 2.33 8 2,22 8
$ 5,000 - § 5,999 2.48 7 2.39 5
$ 6,000 - $ 6,999 2.58 5-6 2.35 6
§ 7,000 - 8 7,999 2.58 5-6 2.33 7
$ 8,000 - $ 8,999 2.86 3-4 2.60 4
§ 9,000 - § 9,999 2.86 3-4 2.64 3
$10,000 - $14,999 3.30 2 2.78 2
$15,000 and over 4,36 1 3.19 1
Overall Total 2.88 3-4 2.51 4-5
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A,

For the reference case the rate assignments range from 1.3% to
4.,4% and increase with income thus indicating a progressive rate
structure, a feature also evidenced by the fact that the ranks based
on tax rate assignments move in order from 11 (lowest rate) to 1
(highest rate) when proceeding from the bottom to the top income
wrackets, The highest rate is more than triple the lowest, and this
multiple is similar to what was found with respect to both the total
tax structure and the General Excise considered alone. The overall
average rate is 2.9%, about that of brackets $§8,000 to $8,999 and
$9,000 to $9,999 which rank 4 and 3 respectively.

The group of five brackets with income from $5,000 to $9,999
have rates between about 2.5% and 2.9%, and this difference of only
.4 percentage point (about 16% at most) is evidence of a range of
proportionality here over this section of the income scale. This
rather proportional range is to be expected given the nominal rate
structure, as indicated in Table i below. This middle income group
bears the assignment of about 38% of the personal income tax {(and it
is recalled that 42% of A.G.I, resides here).

Table i
Hawaii Personal Income Tax Nominal Rate Structure (1960)

(1) Total taxable Maximum tax Endpoint income
Taxzable Income equal Marginal {bracket bracket "average rate"
Lacome to or less than rate endpoint) Col. {4) + Col, {(2)
st § 300 $ 500 3% $ 15.00 3%

Next 500 1,000 3.50% 32.50 3.25%
" 1,000 2,000 4% 72.50 3.627%
" 3,000 5,000 5% 222.50 4.45%
" 5,000 10,000 6% 522.30 5.22%
" 10,000 20,000 7% 1,222.50 6.11%
" 10,000 30,000 8% 2,022.50 6.74%

all excess all excess 9% e -
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HAWAII TAX RATE DISTRIBUTION ESTIMATES

The top and next-to-the-top income brackets bear the assignment
of 24% and 20% of the personal income tax against 153% and 18% of
A.G.I. (respectively), and for both brackets as a group the tax and
income shares are 44% and 33%. The rate spread appears to increase
moving from the middle to the high end of the income scale, but this
feature (which indicates progressivity) is not of major magnitude.

The group of four lowest income brackets is assigned 18% of the
personal income tax compared to 25% of A,G.I. The hottom bracket
alone shows 1.3% and 3.8% for tax and income respectively, and the
rate spread to the next bracket is relatively large (indicating
progression here). For the other 3 members of this set the rate
assignments are close to those of the middle income group, with only
.8 of a percentage point between ranks 3 through 10 and .6 of a point
between ranks 4 to 10.

B.

Now when the adjustment (for tax deductibility and export) is
considered, the total amount of tax falls from about $30 million to
about $26 million (approximately a 13-1/3% decrease), and all rates
are lower than in the reference case.8 fThere is little in the way
of significant rank shift.? rhe overall average rate of 2,5% is
located between ranks 4 and 5.

Thus the main changes resulting from the adjustment in the per-
sonal income tax calculations are the lowering of all rates and the
decrease in the progressiveness (increase in the proportionality) of
the rate structure. A useful way to note this is to observe that
the lowest, middle and highest bracket groups bear the assignment of
20%, 41% and 39% of the tax respectively, and that this represents
changes of +2%, +3%, and -5% (respectively)} from the reference case,

[Il. PROPERTY TAX

The property tax accounted for about 14% of total taxes in 1960,
Refer to Table Vv, column 7 to 10, which appears on the following page.

A,

For the reference case the rate assignments range from 1,1% (for
the $5,000 to $5,999 bracket) to 4.8% (for the $15,000 and over
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HAWATII TAX RATE DISTRIBUTION ESTIMATES

bracket). The overall average rate, about 2%, is somewhat above that
of rank number 3.

The middle income group cccuplies ranks 5, 7 through 9, and 11l.
Here the range is from 1,.53% to 1.14%, that is about .4 percentage
point (at most, about 30%). In fact, thisg range covers all brackets
between $3,000 and $9,999. Thus, as judged by the absolute size of
the rate spread, the structure is rather proportional here. The
middle income group bears the assignment of about 27% of the property
tax (which is relatively low compared with about 30% of total taxes
and excise tax, and about 38% of the personal income tax, and about

42% of A.G.I.).

The pair of highest income brackets occupy ranks 1 and 3, with
a 3 percentage point rate difference between them which indicates a
progressive range. This group bears the assignment of about 51% of
the property tax (for total taxes, excise, personal income tax, and
A.G.I. the percentages were 48%, 48%, 44% and 33% respectively). The
four lowest income brackets occupy ranks 2, 4, 6 and 10 (moving from
the bottom income bracket up) with rates from 3.7% to 1.2% and a 1.9
point difference between the bottom and next-to-the-bottom brackets
(the area of most of the regression). This group accounts for about
22% of the property tax (total tax, excise, personal income tax and
A.G.,I. proportions are 22%, 22%, 18% and 25% respectively). Thus it
appears that the pairs of brackets at either extreme of the income
scale bear the highest rates under this set of calculations for the

property tax.

B.

When the adjustment is introduced and the conservative shifting
assumption maintained, the total amount of property tax involved
declines to $13.5 million {(from the reference case $21.5 million)
every rate is lower, and the overall average rate is 1,3%, between
that of ranks 3 and 4. Again the highest rates appear at the extreme
ends of the income scale; this time the bottom and next-to-bottom
income brackets rank 1 and 3, and the top and next-to-the-top income
brackets rank 2 and 4 respectively. Alsc there is relative rate
proportionality in the middle brackets. Rather sizeable rate spreads
occur between the pair of lowest income brackets (indicating a
regressive area) and between the pair of highest income brackets
(indicating a progressive area)., The rank shifting in the middle
group is not very important, and in general the situation for this
set of calculations is gquite similar to that of the reference case.
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c.

Now when the extensive shifting assumption is used without
adjustment the total amount of property tax involved is about
$20.4 million (roughly 95% of the reference case), every rate except
that of the top income bracket is higher than in the reference case,
and the overall average rate is about 2%, equal to that of rank
number 4. Once more the highest rates are assigned at the income
extremities; the pair of bottom brackets occupy ranks 1 and 2 and
the top bracket has rank 3,10 The first five brackets all have

higher ranks than in the reference case, whereas all other brackets
have lower ranks, thus showing the differential impact of the change
in shifting assumption.

D,

For the case of the extensive shifting assumption with adjust-
ment the total property tax involved is about $17.4 million, and the
average overall rate is about 1.7%, equal to that of rank number 5.
The 5 highest ranks are occupied by the five lowest income brackets,
and the top income bracket has the lowest rate of all, so in a gross
sense the rate structure is regressive. The situation with respect
to the spread of rates is similar to what occurs in the case
discussed immediately above.

IV. FUEL TAX

The fuel tax, which accounted for about 12% of the total tax
{in 1960), is the last of the major components to be discussed in
detail. The fuel tax referred to here includes Hawalii state and
local gasoline, diesel fuel, butane, aviation fuel, and small boat
fuel taxes, and revenues from fuel retailing permits and motor regis-
tration fees.}»1 Refer to Table Vv, columng 11 to 14, which appears
on the following pag@.lz

A,

For the reference case the rate assignments (fuel tax/A.G.I.)
range from about 1% (for the bottom income bracket) to 4,9% {for the
top income bracket), The overall average rate of about 1.9% is equal
to that of rank number 2 (the position occupied by the $10,000 to
$14,999 bracket}). ©Not only do the highest and the next-to-highest
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brackets bear the highest rate assignments, but their rates are
substantially higher than the others, and the highest rate is much
higher than the next highest.l3 Roughly speaking, the structure is
mildly progressive through incomes up to $10,000, and more progres-
sive beyond this point, 14

B.

The picture changes rather noticeably when the extensive shift-
ing assumption is used. In this case the amount of tax involved is
about $17 million (approximately 85% of the amount in the reference
case). Rates range from about 1.3% (for the top income bracket) to
about 2.2% ({(for the bottom income bracket). The top and bhottom
brackets have exchanged ranks; the overall range of rates has nar-
rowed considerably; the rates for all incomes below $10,000 are
higher, and so is the overall average rate (1.6%) which here is
between that of ranks 5 and 6; there is no change in the $10,000 -
$14,999 bracket rate, and the top bracket's rate is considerably
lower. In the large, the structure is proportional between $2,000
and $10,000 incomes,

C.

For the case of the conservative shifting assumption with
adjustment the amount of fuel tax involved is about $12 million (60%
of the amount in the reference case), Naturally all rates are lower
than in the reference case, and the range of rates is much narrower,
but the structure is guite similar. The top and the next-to-the-top
income brackets occupy ranks 1 and 2, with a relatively large differ-
ential between this pair of rates, and the rate assignments of the
other brackets are rather close (absolutely) with ranks fairly simi-
lar to what was found in the reference case.

D.

When the adjustment 1s combined with the extensive shifting
assumption the amount of fuel tax involved is $15 million (75% of the
amount in the reference case). The results are quite similar to
those in the case of the extensive shifting assumption without the
adjustment, and the comments made above in the comparison of that
case with the reference case apply fairly well here also.
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This ends the discussion of alternative estimates for the four
major component taxes. The next chapter gives some details of the
procedures followed in constructing the estimates.
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Chapter 6
ESTIMATING PROCEDURES

This chapter discusses some of the details of the estimating
procedures for the major component taxes. Sections I, II, and III,
respectively, take up the Excise Tax, Property Tax and Fuel Tax. The
discussion of each of these three major component taxes involves the
disaggregation of each into sub-components and an indication of the
estimation procedure employed. The case of the Personal Income Tax
does not require involved adjustments of the published data and so
a detailed explanation of estimating procedures is unnecessary.

. GENERAL EXCISE TAX'

The General Excise was considered in terms of the following
components:

retailing, services, theater, consumption, rentals,
contracting, sugar, pineapple, interest, commissions,
public utilities--—air lines, manufacturing, wholesaling
(including compensating), and all others (including:
insurance solicitors, producing, blind vendors, inter-
mediary services, and others).

A. Conservative Shifting Assumption

Retailing, services, and theater were grouped together and han-
dled under the fixed® assumption of 100 per cent forward shifting.

Therefore this trio of components (which represented about 56 per
cent of excise tax collections: 45% + 10% + 1%) was assigned
directly to consumers. The net amount Of this tax (net = gross or
actual collections minus about 10 per cent deduction for visitor
sales)4 wasg assigned to the eleven income brackets on the basis of
results of the 1960 - 61 survey of consumer expenditure patterns in
Honolulu by the U. S. Labor Department Bureau of Labor Statistics.
Data is presented in Appendix Table 37. The assignment of this
portion of the excise tax is based on a weighted average pattern (for
each income bracket) of all consumer expenditure items with the
exclusion of housing.
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In general, the method for calculating the expenditure pattern

parameters involves the following steps:

Ni =
Eij =
n n
g iilmi”gij’} -
Rig = B3y = WIE =
b9 n
. N.)(E, .
2645) ig[( D 13)]
ij =
Tijk m(Rij)(cjk} = C.ksi. - Cjk(§i)(Eij) =
n n -
- z . -
RN [(ze; =55

Data is given in Appendix Tables 24 and 25.
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number of spending units
in income (census)
bracket 1i.

dollars of expenditure
by spending unit in
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ESTIMATING PROCEDURES

The public utilities--airlines component (representing less than
1 per cent of the total excise tax) has been handled in a similar
fashion with respect to the fixed assumption of 100 per cent forward
shifting, but the estimated portion applicable to residents is 37 per
cent, This was assigned to income brackets on the basis of expendi-
ture item: "other travel”.3 For all calculations of the ratio
tax/income, based on the conservative shifting assumption, no other
components of the General Excise were assigned to income groups on

the basis of consumer expenditure patterns.

While on the subject of the conservative shifting assumption
it will be useful to indicate the handling of the other excise compo-
nents in this situation.® 1In each case it is assumed that no shift-
ing occurs, The contracting component {about 14 per cent of the
total excise) was assigned out of corporate profits and therefore
the allocation to income brackets was on the basis of the income size
distribution of dividend income received.’

The rental component (about 8 per cent of the total excise) was
divided in half and 50 per cent was assigned on the basis of the
distribution dividends received, and the basis for the other half
was the distribution of rental income.8

The sugar component (about 3 per cent of the total excise) was
handled under the fixed assumption of zero shifting (because of
gquota marketing under world price), and the assignment to income
brackets was based on the distribution of dividend income,

The pineapple component (about 3-1/2 per cent of the total
excise) was treated under the fixed assumption of 100 per cent
forward shifting (because of the rather powerful position in the
market held by pineapple firms), but it was also assumed that total
output was exported and therefore none of this tax was assigned to

resident taxpayers.

The interest component (less than 1 per cent of the total
excise) was assigned on the basis of dividend income received. It
was assumed that this interest represented lending by firms to
consumers that these firms are not primarily in the lending business,
and that the firms are corporations {for example, certain auto
sellers and department stores).?

The commissions component (about 2 per cent of the total excise)
was divided in half and 50 per cent was assigned on the basis of the
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distribution of dividends received, and the basis for the other half
was the distribution of non-corporate business profit.

The manufacturing and consumption components {each sli?htly
over 2 per cent of the total excise) were handled together, O under
the fixed assumption of zero shifting, which reflects the competitive
position of local manufacturers vis-a-vis their non-local countex-
parts, Data insufficiencies precluded any systematic estimate of
corporate versus non-corporate manufacturing activity and a 50%-50%
division was assumed. Thus the assignment to income brackets of
half of the amount of tax was based on the distribution of non-corpo-
rate business profits.

The wholesaling (4 per cent of the total excise) and compensat-
ing (less than 1/2 of 1 per cent of the total excise) components were
handled together.ll The 50%-50% division between corporate and
non-corporate activity was used!? and therefore tax assignments to
income brackets involved both the dividend and non-corporate business
profit bases. The group of all other components (slightly over 2 per
cent of the total excise) was handled in the same manner.

B. Extensive Shifting Assumption

The next task is to indicate the treatment of the General Excise
components under the more extensive shifting assumption. It has been
noted that several components were handled under the fixed assump-
tions regarding shifting, and therefore for these items the move
between shifting assumption involves no change. This is the case
for the retailing, services, and theater group, public utilities—-
airlines, and pineapple components, for which the 100 per cent
forward shifting assumption is maintained. The manufacturing and
consumption group, and sugar components are in a similar situation,
but here the zero forward shifting assumption is maintained. For
the remainder of the components, the replacement of the conservative
by the more extensive shifting assumption involves a change. These
will be taken up in turn,13 and it will be noted that the more
extensive assumption represents 100 per cent forward shifting in
each case.l4

The contracting component may be handled in steps.

1. Assume 100% forward shifting from contractor.

a. The proportion of contracting which represents
work for the Federal Government has been estimated
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at about 15%15 and the remaining 85% will be
referred to as net contracting, the purchasers
of which are subject to forward shifting of
the tax (the 15% government share is assumed
borne by the federal government and therefore
is excluded from further calculations).

b. It has been estimatedl® that about 60% of net
contracting is for housing and the 60% of
housing is for rental. Therefore
(.85)(.6)(.6) = 30.6% of contracting is for
rental housing.

Assume 100% shift of 30.6% of this tax from housing
owners to renters,l17

a. It has been estimatedl® that (.212)(.306) = 6.5%
of contracting represents housing rentals by
nonresidents and therefore this portion of
this excise component is excluded from further
calculations.

. Thusg 24.1% of the contracting component is
assigned to resident housing renters and the
tax is apportioned among the income brackets
on the basis of housing expenditure patterns.

Since the estimated!? owner occupied housing proportion
is 40%, (.85)(.6)(.4) = 20.4% is the share of this
excise component assigned to owner occupiers, given the
assumption of no nonresident taxpayers among the owner
occupiers. Thus this 20.4% of the contracting component
(making 24.1% + 20.4% = 44.5%) is apportioned among the
income brackets on the basis of housing expenditure
patterns.

Item 1.b noted the estimate that 60% of net construction

is for housing and this implies a 40% residual for busi-
ness building, that is, (.85)(.40) = 34% of the gross.

It has been assumed that contractors and building owners
engage in 100% forward shifting to occupiers. Further-
more, it will be assumed that businesses shift this (34%)
portion of the contracting component forward to consumers
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and for simplicity, the assignment to income brackets
is made on the basis of the "all goods and services

expenditure patterns, after allowance for a 9.5% {of

the 34%) deduction for sales to nonresidents, 20

Thus, under the more extensive shifting assumption the contract-
ing component is allocated as follows:

24.5% to nonresidents (15% to federal government,
6.5% to nonresident renters, and
3% via visitor sales):

44 ,5% assigned to income brackets based on housing
expenditure, and

31% based on "all goods and services" expenditure.

The rentals component is dealt with in a similar fashion.

Rentals are estimated to be 60% for housing and 40% for nonhousing
(or business). When the 21.2% visitor share is applied, it is found
that approximately 12.7% [i.e., (.212){(.6)] of the rental component
is assigned to nonresidents and therefore excluded from further
calculations, and about 47.3% [i.e., (.788)(.6)] is assigned to
income brackets on the basis of housing expenditures.21 With respect
to the 40% which involves businesses which use rented premises, it is
assumed that a 100% forward shift to consumers occurs. Therefore the
9.5% visitor sales proportion is recognized and so 3.8% [i.e.,
(.095) (.4)] is excluded and 36.2% [i.e., (.905)(.40)} is assigned to
income brackets based on "all goods and services® expenditures. Thus
for the rental component, 47.3% is assigned via housing expenditures,
36.2% via "all" expenditures, and 16.5% is excluded (via "export").

The interest component was assumed forward shifted 100% to
consumers, and assignment to income brackets was based upon house
operation and furniture and eguipment expenditure patterns. For the
commissions component the "all goods and services” expenditure
pattern was taken to be relevant for income bracket assignment under
the full forward shifting assumption.

The group of wholesaling and compensating components was shifted
forward in three sections: about 60% via retailing and services, and
about 20% for both contracting and the set of manufacturing, sugar
and pineapple.zz The final assignments then followed these
components.
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The group of all other components was, under the extensive shift-
ing assumption, handled in the same manner as the retailing, ser-

vices, and theater group.

ll. FUEL TAX

Fuel tax here includes Hawail state and local gasoline, diesel
fuel, butane, aviation fuel and small boat fuel taxes, and revenues
from fuel retailing permits and motor vehicle registration fees.
The relevant data is presented in Appendix Tables 44 and 45,

Gasoline accounts for approximately 60% of the total fuel tax
(total is about $2 million). The assumption that the purchaser of
the fuel has the tax shifted to him is maintained throughout this
discussion, and it is useful to distinguish between business and
nonbusiness gasoline purchases, A 50%-50% split between business
and nonbusiness is assumed here, 23

The business portion will be considered first. In all cases
alternative calculations which recognize the "tax export" adjustment
have been made. Under the conservative shifting assumption, 50% of
this portion is assigned to corporate profits (and allocated to
income brackets via dividend income; see Appendix Table 29) and the
other 50% to noncorporate business income (See Appendix Table 27
for the distribution via noncorporate business profit). Under the
extensive shifting assumption, the entire business portion is dis-
tributed among the income brackets via the all goods and services
expenditure pattern data. The nonbusiness portion was handled under
the maintained assumption (in both the conservative and the more
extensive cases) of no shifting by the gasoline purchaser (consumer).
Thus the distribution among the income brackets was made on the basis
of the automobile expenditure pattern data (see Appendix Table 46},
after deducting 10% (of this 50% portion of the gasoline total) to
allow for "visitor sales"”, 24

Diesel and butane are handled together, and they account for
less than 3% of the total fuel tax. This is assumed to be all busi-
ness and is handled in the same manner as the business portion of the
gasoline component {see Appendix Tables 27 and 29).

The small boat fuel tax and the fuel retail permits components
separately, and together account for less than 1% of the total.
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These were both handled in the same fashion as the gasoline component
(including the business/nonbusiness distinction). See the Appendix

Table references given for gascline.

Motor vehicle registration fees account for about 25% of the
fuel tax total. This component is broken down into three parts.
The auto portion (including taxis), about 3/5 of total fees, was
handled just as the gasoline component. The bus, truck and trailer
portion was handled just as the diesel component. The motorcycle
portion assumed all nonbusiness was treated in the same manner as the
nonbusiness portion of the gasoline, See the Appendix Table refer-

ences noted above.

The aviation fuel component accounts for about 12% of the fuel
tax total, It was assumed that this was all business, and a distinc-
tion was drawn between the tax paid by the two local airlines
(Hawaiian and Alcha) and all other airlines, The tax applicable to
the local lines was only about 10% of the aviation fuel total
{($260,000 out of $2.8 million).25 Under the conservative shifting
assumption the assignment to income brackets was via corporate profits
(see Appendix Table 29). Under the more extensive shifting assump-
tion, it was estimated that resident travelers represented 37% and
visitors accounted for 63% of the total (and therefore 63% is
"exported” via "visitor salesﬂ.26 Thus 37% of the $260,000 is
allocated via the "other travel" expenditure pattern data (see
Appendix Table 31}. The nonlocal portion of the aviation fuel total
was also handled under both the conservative and the more extensive
shifting assumptions.27 & 28 {Under the conservative assumption the
distribution was via corporate profits (see Appendix Table 29).

Under the more extensive assumption it was estimated that visitor
sales ran about 85% of the total and therefore 15% of the $2.5
million was assigned via the "other travel" expenditure pattern data

(see Appendix Table 46).29

. PROPERTY TAX™

First, statewide aggregates of real property valuations (70 per
cent of "market value") were constructed for land, buildings, and the
two combined (see Appendix Table 42). The aggregation was performed
so as to yield housing totals (residential and apartment/hotel in the
language of the data source} which distinguished home rental units
(residential without exemption} from owner occupied units (fee with
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exemption, lease with exemption, and units with partial exemption),
and in addition totals were given for one cother housing category:
apartment/hotel; and three other categories: commercial and indus-
trial, agricultural and conservation (see Appendix Tables 38, 41,

and 43).31 The following definitions will facilitate the explanation
of the method for the allocation of the property tax. The results
appear in Appendix Table 39,

T = statewide total property tax revenue (dollars).

A = statewide total of all classifications of land and
and buildings assessed valuation net of exemptions
(dollarsj},

P =-§mm average property tax rate.3?

S = statewide total owner occupied (residential: fee
with exemption, lease with exemption, and units
with partial exemption) land and buildings assessed
valuation net of exemptions.

s = statewide total rental home (residential: without
exemption) land and buildings assessed valuation
net of exemptions.

83 = statewide total apartment/hotel land and buildings
assessed valuation net of exemptions.

84 = gtatewide total commercial and industrial land and
buildings assessed valuation net of exemptions.

S5 = statewide total agricultural land and buildings

assessed valuation net of exemptions.

86 = statewide total conservation land and buildings
assessed valuation net of exemptions,
6
] S..“:‘
Sl+82+53+34+55+56 iiii A

On this basis, the home ocwner group, represented in terms of

assessed valuation by Sl' is assigned Sl times F, written as Sl-F,

dollars of property tax (about $7.7 million) and this is apportioned
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among the several income brackets on the basis of the previously
described housing expenditure pattern statistics. (Another egquiva-
lent way to view this is that total property tax is apportioned to
home owners on the basis of this group's portion of total assessed
valuation.33) Note that the assumption of zero tax shifting is main-
tained throughout for this group, but alternative calculations are
made to allow for the adjustment for tax deductibility and export
{(actually, nonresident ownership is defined away).

Housing rentals are divided into home rentals and apartment/

hotel rentals. The home rental group is assigned Sz-F dollars of

property tax (about $3.6 million). Under the zero shift assumption
{(conservative), half of this amount i1s allocated to corporate profits
and half to rental income for appropriate assignment to income
brackets (the assumption of the 50-50 split between corporate and
noncorporate shares 1s maintained). Again, alternative calculations
allow for the "tax export adjustment” (in fact this is the case
throughout this discussion of the property tax, but it will not be
mentioned again). Under the 100 per cent forward shifting assumption
(more extensive), the allocation proceeds as in the owner-occupied
case,

The apartment/hotel rental group is assigned S3-F dollars of

property tax (about $1.9 million). Under both the conservative and
the more extensive shifting assumptions the allocations are the same
as for the home rental group except that in the more extensive case
there is an allowance for '"visitor sales®, {that is, the total tax
applicable here is reduced by 21.2 per cent, in a procedure similar
to that used for the excise tax).

The commercial and industrial group 1is assigned 84-F dollars

of property tax (about $5 million). The assumption of 100 per cent
forward shifting from the property owner to the renter of business
property is maintained throughout.34 Under the conservative shifting
assumption, half the tax is assigned to corporate profit and the
other half to noncorporate business income, and the procedure is
similar to that followed in the conservative assumption case for the
home rental group. Under the more extensive shifting assumption

(100 per cent shift to the consumer) the allcocation is made on the
basis of all goods and services expenditure pattern statistics.

The agricultural group is assigned §_-F dollars of property tax

5
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(about $2.2 million). From this amount, 66.2 per cent35 was allo-
cated to the sugar industry, and this was handled as was the sugar
portion of the excise tax. {That is, the zero shift assumption was
maintained and the tax was assigned via corporate profits.)

Nineteen and three-tenths (12.3) per cent was allocated to pineapple
and handled as the pineapple portion of the excise tax. (That is,
no entry due to 100 per cent forward shift and 100 per cent export.)
The remaining 14.5 per cent was allocated to ranching and handled by
the same method as the "all other” portion of the excise tax under
poth shifting assumptions {except that exports and visitor sales were
judged negligible enough to be disregarded).

The conservation group is assigned S6-F dollars of property tax

{(about $1 million) and this is allocated 81.2 per cent via trusts
and estates, 15.2 per cent via corporate profits, and 3.6 per cent
via noncorporate business income, under the maintained assumption of
zZero shifting.36
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Chapter 7
CONCLUDING REMARKS

This final chapter has three main sections, 8Sections I and II
summarize the study’'s major findings with respect to total and compo-
nent taxes respectively. Section III mentions some points for
further study.

. TOTAL TAXES'

A. Rates Based On A.G.I.

The ratio of total taxes to total income for the various income
brackets has been referred to as the average effective tax rate for
the bracket. Four sets of such tax rate estimates based on the A.G.I.
concept of income have been discussed. The rates estimated using the
congervative shifting assumption without the adjustment (for tax
deductibility and export) were referred to as the reference case,?

In this set of calculations, the group of five brackets with income
of at least $5,000 but less than $10,000 have rates which are lower
than the rates of the groups at both the bottom and top of the income
scale,

In the set of calculations using the conservative shifting
assumption with the adjustment for tax deductibility and export,>
the situation is rather similar to what was found in the reference
case. However, a comparison of the two sets of circumstances reveals
that the pair of highest income brackets have lower rates under the
second set of calculations (this is particularly true for the top
bracket) than under the first set. 7This difference occurs at the
expense of both the group of brackets at the low end of the income
scale and the group of brackets in middle range between $5,000 and
$10,000. However, the middle income group remains with the lowest
rates,

When the more extensive shifting assumption4 without the adjust-
ment is used, the most notable features of the resulting estimates

are the outstanding position of the income bracket with the highest
rate, and the fact that this is the lowest income bracket. Thus the

major dissimilarity between these results and those in the reference
case appears with respect to the treatment of the highest and lowest
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income brackets. The break between (with a relatively proportional
structure within) the pair of groups of brackets with incomes between
$4,000 to $4,999 and $5,000 to $9,999, appears to hold up even though
all rates for these brackets are higher (that is, in Table III). The
$5,000 to $9,999 group maintains its position as the set of brackets
with the lowest rates.

The estimates which result from using the more extensive shift-
ing assumption with the adjustment may be briefly summarized by
noting the following:

(1) the relatively high rate of the bottom income bracket;
(2) the lower-than-average rate of the top income bracket:

{3) the maintenance of the lowest rate position by the
middle income group.

In conclusion then, the four sets of tax/income ratio calcula-
tions based on the A,G.I. concept yield a somewhat similar pattern of
results. In general, the middle income grcoup of brackets ($5,000 to
$9,999) has the lowest rate assignments, In addition, the five
brackets within this group are treated rather uniformly (that is,
their rate assignments are fairly equal) .® Also, the high rate
assignment to the bottom income hracket occurs throughout. Also,
generally speaking, the rate of the bottom bracket is outstanding in
the two senses that there is a rather substantial difference between
this rate and (a) the next highest rate, and (b) the rates assigned
to the other income brackets at the lower end of the income scale.

B. Rates Based On Other Income Concepts

The conclusions noted above refer to rate estimates based on
the A,.G,I, concept, The effect of using different income concepts
has been examined in Chapter 4. It was concluded that there is not
much effect on the pattern of rate ranks due to a change to income
after federal tax, whether we use A,G.I. or "Broadened Income”, and
this conclusion holds for both shifting assumptions, with and without
the adjustment. The main effect on rate ranks which results from a
change from A.G.I. to "Broadened Income" is the rank decrease for the
$2,000 - $2,999 bracket and the rank increase for the brackets
$9,000 ~ $9,999 and $5,000 ~ $5,999. Consideration of the pattern of
rate structure change® leads to the conclusion that the rate
structure change due to a change from A.G.I. to the "Broadened
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Income" concept is not much influenced by the choice of shifting
assumption.

In summary the following may be noted.

1. Lower income bracket ({(under $4,000) rates are relatively
low under A.G,I., in the sense that they increase more or decrease
less than the average (in % terms) in each case of change in income
concept considered here,

2. The pair of highest income brackets show a rather opposite
pattern. With a single exception (top income bracket in change to
Broadened Income) their rates are relatively high under A.G.I. (in
the same relative sense as indicated above). The group of middle
income brackets has relatively low rates under A.G.I. compared to
A.G.I. minus federal taxes, and relatively high rates under A,G,I.
compared to the other cases (again, in the same relative sense as
above) .

The relative percentage change measure may be used to push this
summary a bit further. Our calculations lead to the following
conclusions,

1. The $15,000 and over income bracket is the only one whose
rates are relatively high in the reference case as compared to either
the conservative shifting assumption with the adjustment, or to the
extensive assumption without the adjustment. And this conclusion
holds with respect to all of the income concepts dealt with in this
study.

2. The effect of the change from conservative assumption with-
out the adjustment to conservative with the adjustment is independent
of the income concepts used,

3. Several points are noted with regard to the change from
conservative assumption without the adjustment to extensive assump-
tion without the adjustment. The effect on the $15,000 and over
bracket is a rate reduction which in relative terms runs largest to
smallest as follows: A.G.I. minus federal tax, Broadened Income
minus federal tax, Broadened Income, A,G,I. For all other brackets
the effect is a rate increase., The relative standing among these
brackets {(their ranks) is the same for all income concepts. But the
rate increase effect runs largest to smallest with respect to income
concepts in the same order as noted above,
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4, For the change from conservative assumption without the
adjustment to exXtensive with the adjustment, the results are the same
as noted just above (in 3).

5. Checking further we find that the relative percentage change
runs from most to least: rate decrease for the $15,000 and over
bracket, rate increase for the under $2,000 and $5,000 - $5,999
brackets as follows:

Broadened
aA.G.I. Income
minus minus
Federal Broadened Federal

A,G,I, Tax Income Tax

Reference Case vs, Conservative

with the

adjustment 12% 11* g% 10*
Reference Case vs. Extensive

without the

adjustment 4 1 3 2
Reference Case vs, Extensive

with the

adjustment 8 5 7 6

(* virtually identical)

Here 1 indicates the strongest and 12 the weakest effect,

H. COMPONENT TAXES’

‘Next, let us review the way in which the results for the more
important component taxes compare with the results in the total tax
calculations., The remarks which follow refer to tax rates calculated
with respect to A.G.I.

A. General Excise Tax

For the reference case the pattern of general excise tax rates is
similar to the results for total taxes especially with regard to the

93



HAWATIL TAX RATE DISTRIBUTION ESTIMATES

top and bottom income brackets. The excise tax rates do, however,
show a range of relatively low rates and relative proportionality
which extends beyond the middle income group, down the scale toward
the lower income brackets.

As compared to the reference case, the calculations with the
more extensive shifting assumption without the adjustment (for tax
deductibility and export) show that the rates for the bottom income
bracket and the top bracket are increased respectively. There is not
much other change. Thus the picture here is similar to what was
found with the analogous total tax calculations.

When rates are based on the conservative assumption with the
adjustment there is a lowering of rates for all brackets (compared to
the reference case). But the decrease is relatively large for the
top bracket compared to the other income brackets, especially the
bottom bracket. This is guite similar to what was found for total
taxes.

Finally, the excise tax rates based on the more extensive shift-
ing assumption with the adjustment may be considered. Here again,
the results are similar to those for total taxes. Notable in this
set of calculations are the relatively high rates of the under $2,000
and the $2,000 - $2,999 brackets and the relatively low rate of the
$15,000 and over bracket.

B. Personal Income Tax

Personal income tax rates for the reference case show a pattern
gifferent from the total tax results. 1In general, the income tax
rate structure is progressive, especially at the lower and upper ends
of the income scale, The assumption of no shifting was the only one
used, but an alternate set of rates was calculated with the adjust-
ment (for tax deductibility and export). In this case the change has
the effect of lowering rates, and is noticeable mainly in the higher
brackets where the rate reduction increases with income and so there
is a decrease in progressiveness, In this respect there ig similari-
ty with the total tax picture.

C. Property Tax

Property tax rates for the reference case have a pattern which
is similar to the total tax results. The effect of the use of the
adjustment with the conservative shifting assumption also resembles the

94



CONCLUDING REMARKS

total tax case, The rates based on the more extensive shifting
assumption with and without the adjustment show pattern changes {com-
pared to the reference case) which are similar to the total tax
results.

D. Fuel Tax

For the reference case the pattern of fuel tax rates is rather
different from the total tax results, In fact the pattern is similar
to that of the personal income tax, mild progression which increases
beyond the $10,000 income level. The adjustment (for tax deduct~
ibility and export) pulls the rates down but the rate structure does
not change much from the reference case. Use of the more extensive
shifting assumption both with and without the adjustment gives a
pattern more similar to that of the total tax case. Here the top
bracket's rate is decreased, the bottom bracket's rate is increased
and there is a rather wide range of proportionality.

E. Resume’

It appears that the General Excise Tax and the Property Tax are
the major components which show congruence with the total tax rate
structure. That is, if the question 1s why do the total tax struc-
ture estimates come out as they do, the answer is, mainly because of
the excise and property tax rate structures, as modified by the rate
structures of the personal income and fuel taxes. The next question,
what accounts for the shape of the estimates for these components has
been discussed in Chapters 5 and 6. Readers who are developing plans
to change the tax rate structure may be interested in reading those
chapters (including the indicated Appendix Tables) and adapting the
estimates developed there.

[H. AGENDA

At least three main directions of pursuit in this type of study
may be suggested. These are:

A. tax rate estimate improvements which depend upon
more and better data,

B. estimates of benefits received,
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tax rate estimates for alternative tax packages
(sets of nominal tax bases and rates).

The following items may be included under heading "A".

1.

Better income data. The tax rate estimates would
be more meaningful if they were based on family
income data with source distributions {instead of
the A.G.I. data used here).

More detail in the A.G.I, data. Further disaggre-
gation of the $6,000 - $7,999, $8,000 - $9,999,
and $10,000 - $14,999 brackets would be particu-
larly useful, A $7,750 income is 1/4 again as
much as a $6,200 income but both are in the same’

data bracket, More detail in the data will reduce

the need for interpolation and improve the tax rate
estimates,.

Better expenditure pattern data. The B,L.S5. Survey
refers to Honolulu only, and it is a guide rather
than a precise statement, The estimates at the
extreme ends of the income scale are particular
problem areas., For the middle income range of from
$5,000 -~ $9,999, the Survey data is disaggregated
into only two brackets, and further detail would
be helpful, as in the case of the income data.

Better data regarding such matters as corporate and
noncorporate shares of various types of business
activity, housing versus nonhousing construction,
residential versus nonresidential housing, nonresi-
dent ownership (of business, real property, and
other assets) etc. Chapter 6 contains several
examples of rather rough estimates which were
necessary in the absence of better information.

Better data regarding the total excise tax on
certain major expenditure items, This would be
useful in dealing with the multi-stage character-
istic of the General ExXcise.

Coordination of the data., More accurate estimates

would result from income and expenditure data based
on & common income concept and arranged in similar

96



CONCLUDING REMARKS

bracket intervals.

7. Information regarding market behavior, particularly
with respect to pricing policies. This is neces-
sary to help improve {(or at least evaluate) the
shifting assumptions.

B. Estimates of benefits received by income brackets would
provide information necessary for a net calculation (of benefits
minus taxes), Benefit estimation is a difficult undertaking but some
steps in this direction have been made.® In any case, the ability to
treat the tax and expenditure sides of the budget symmetrically from
an equity point of view would represent an important improvement in
the basis for policy making.

C. Studies of alternative tax packages would provide informa-
tion from which to estimate the relationship between changes in
revenue yield and changes in the pattern of effective tax rates.

In closing, it seems useful to mention once again the suggestion
that an agent of either the legislative or executive branches of the
government of the State of Hawaiil undertake to:

(1} check these estimates for accuracy,

(2) revise and perhaps improve them by allowing for
appropriate contentions regarding assumptions and
concepts,

(3) update them to reflect the availability of more
recent data.

In fact, if item 3 is accomplished and this is strongly recom-
mended, then items 1 and 2 probably will occur as by-products.

Finally, we will repeat, it is important that consideration of
these estimates always include reference to the limitations discussed
in Chapter 1. To the extent that these estimates are accurate, one
may wish to confront them with hisg own notion of an ideal f{or
eguitable) pattern. Lack of congruence between the "actual"” and the
ideal may then indicate a guide for policy'changes.9
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FOOTNOTES

Chapter 1

Federal taxes slsp excluded, except where the
income concept 1s specified to reflect income
afrer federal taxes,

are

See Chapter Z for further discussion.

iiscussion regarding the use of tax return

See the di
Chaprer 2,

dats in

For further discussion of this point, see Peter
Newnan, "An Empirical Study of the Distribution
of the Tax Burden in the United States 13855 -
1958" {mimecgraph to be published), University of
Michigan, Ann Arbor, September, 1961, and R, 4,
Mugsgrave, "Estimeting the PDistribucion of the Tax
Burden’ (mimeograph}.

Sge Chapter 6 for further discussion.

See the text below for further discussion, and
also, see Chapter 3 {Section I.-B.), Chapter &4
(Segction I.-C.), and Chapter & {(Secticn I.-B.)}.

See Appendix Tables 18, 19, 24 and 23.

See Chapter 6 and Chapter 4 (especially Section
T.-C.) for further discussion.

An altermative procedure would have been to con-
struct a case composed entirely of most likely
assumptions about the shiftability of the excise
comporents., This was not undertaken because it
would have reguired rather extensive analysis te
improve much on the information obtained from the
"limit cases”™. The big obstacle to improvement
here is the lack of empirical tests of tax shift-
ing theories, The complexity of the problem makes
understandable the bareness of this shelf in the
cupboard of economics literature.

See Chapter 2 for further discussion.

In fzct, no member of the bracket population may
be "average'.

This adjustment will be referred to as the adjust-
ment for tax deductibility and export. See
Chapter 6 and Chapter &4 (especially Section I1.-B.)
for further discussion, Also, see Appendix
Tables 28, 32, 49 and 50.

For further discussion, see Chapters 3 gnd &.

This iz explained in Chapter 3, page 30.

¥

See Chapter 2 for further discussion of this

matter.

Chapter 2

This study i$ not the place.to review or comment
on the impressive literature dealing with the
multidimensional problem of the appropriate tax
bage, even given the acceptance, say, of Henry
Simon's accretion concept of income as the index
of aquality.

sus income wmay be

The explicit definition of cen
iation: 1960, Ceneral

found in [,5, Census of Pops
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Social and Eccenomic Characteyistic
The explicit definition of A,G.T,

in U,5, Treasury Deparfment, Infernal Re-
Service, Statistics of Income, 1960, Ind
Income Tax Returns, pp. 22 and 27,
State Diregtor of Taxatfion, Hawaii
Patterns for Individuais in 1960,

See P. Newman, "An Empirical Study af the
tribution of the Tax Burden in the United
States, 1955 - 1959, University of Michigan,
Ann Arbor, Sept., 1961 (mimeograph to be
sublished), psge 4-4, who notes the complenity
of the adjustment a$ explained in Income Distri-
bution in the U,S. By Size 1944 ~ 1950, &
Supplement to the Survey of Current Business,
U,8, Government Printing Office, 1953, Part I,
Section 4.

This is especially likely to be true because of
progressive income taxes.

However, note that, whereas with the tax aspect,
there is a force which tends to increase the
tendency for outshift bias at higher brackeus;
with the transfer aspect, the tendency toward

an inshift bias perhaps decreases at higher
brackets (the ratio of transfers/income declines
with bracket size, but it {& the absolute dollar
amount which counts).

Recall footnote 1 in this Chapter.

A reasonable judgement is that part of the frac-
ticnal year returns would be filed by those
defined as nonresidents under the personal
income tax law. Our caleulations, however, did
not include nonresident returas, so this source
of biszs was eliminated. However, it is inter-
esting to note the close comparigon of resident
and nonresident returns in the under $2,000
bracket,

Resident Nonresident
Tax/A.G,1.8/ 1,238 0.8578/
Tax/Taxable Incomed/ 3,48/ 317 &

Hawail personal income tax
$510 thousand/$40 million
517 thousand/ 52 million
4510 thousand/%14.8 million
$17 thousand/ 8553 rhousand

L

To the exltent that nonresident returns invoive

a dispronortionately higher number of frsctional
year returns, one would expect the tax/income
ratios caleulated abeve to be higher for the
nonresident than for the resgident returans.

See Chapters 1 and & for amplificetion.

See Appendix Tebles 18 and 22, (ompare Appendix

Tables 19 and 23,

Tahles 18 and 19

See Appendix

mia + Bl = m.

PN I
g+ &= m{a) + =(b} =
=(a} + =(b)

An alternative procedure for total R
inveives fhe same operation but the " and "B



13,

14.

15.

16.

7.

8.

19.

20G.

21.

22,

are derived from Hawail datz in Statistics.

The difference in the reésults is not significant.
The method vsed was selected so as to maintain
comsistency between total A,G.I, and the income
goUrce components.

See Appendix Table 25.

income, and t = T/Y = tax rate,
all for z particular income bracket. Also, let

$ = the bracket's share of total tax = ¥, so

T = gX. Thus t = s{/Y¥. WNow let ¢! = & X/Y,
where s' = s{l+vy}, then ¢! = s(l+VX/Y = t(l+v).
Therefore the percentage change in t = {t' - )/t
=Y, and vy = (R' - R}/R.

Let T = tax, ¥ =

The reasoning behind the judegment that 10% is wmore
reasonable is as follows:

Suppose the average expenditure for the §7,500 -
$9,999 bracket equals that of the $8,750 member
and the average expenditure for the $9,000 -
59,999 bracket equals that of the §9,500 wmember;
then we would expect the expenditure difference
to be less than 3750 (the income difference).
The data shows zbhout 56,900 expenditure far the
$7,500 - $9,999 bracket, 10% of this is $690,
and 110% is about $7,600. Now note that the
vatio of expenditure ta income wmay be caleculated
as 6900/8750 = 79% or 6%00/8500 = 81%, and 807 of
$9,500 1s $7,600. So 10% bias seems to be a
fairly decent judgment.

As was noted in Chapter I, page 12, a result of
the interpolation of the income and the expendi~
ture pattern data is that the interbracket detail
of the tax rate estimates in the middle income
range may not be as significant as that of the
rest of the income scale.

See Appendix Tebles 14, 15 and 16.

Other than income taxes, from the point of view
that transfers are caleulated net of income tax.

U.S, Department of Commerce, (ffice of Business
Economica, Survey of Current Business, August,
1963, p. 14, Table 62,

See ¥W. I. Gillespie's mimeograph "The Rffect of
Public Expenditures on the Pistribution of
Income” (to be published by Brookings Institu-
tion), Tables A-1 and A-2.

Roughly the same results can be obtained from
cengus data for Hawaii for either number of
families or number of families and unrelated indi-
viduals; i.e., for the five bracketrs between
$5,000 - $9,99%, the relative proportion of units
in each bracket, using Hawail census data, is
very similar to what is found in Statistics data
{tax returns Zor U.53. as a whole).

Appendix Table 31 indicates the estimated assign~
ments of transfer payments to income brackets.

See also Appendix Table 35, The §10,000-and-over
bracket has been disaggregated inte twe brackets,
$10,000 - 514,000 and $15,000-and-over. Estimates
of numbers of familiea and of numbers of returns,
from the Statistical Abstract of [,8,, 1961 and
Patterns, respectively, suggest a two-to-one (for
the top bracker) breskdown for these sssigmmenta.
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23,

24,
25.

26,

27.

28.

29,

30.
1.

2.

33.

34.

35.

36.
37.

i3,

39.

41,

42,

Survey of Current Business, August, 1963,
p. S-1.

Statigtics of Income, 1960,

See Appendix Tables 12, 17 and 19,

The Wiscomsin tex study Wiscopsin State and
Local Tax Burden (U. of W, Tax Study Commitiee,
Madison, Wisconsin, Sept., 1959), suggests that
4,G.1, be adjusted for indirect business taxes
An analysis of our results shows that such an
adjustment does net produce any significant
alteration in our patterns of effective tax
rateg. The logic of the adjustment ig sound,
however.

Economic Report of the President, 1964,
Table ¢-63, p. 281,

At the present time, economists have not yet
resolved the question of the extent of the
shifting of corporate income tax. TFor the most
recent contributions to this discussion, see
Marian Krzyzamak (ed.), Effects of Corporation
Income Tex (Wayne State University Presas,
Detroit, Michigan, 1966), and the iiterature
cited therein,

This estimate was provided anonymously by a
member of a local financial research institu-
tion.

See Appendix Tables 12 and 19.

See Appendix Tables 12 and 19.

Note that neither the employee's contribution
nor the self-employed portion is considered

here becsuge it already shows up in A.G,I,

See the Social Security Bulletin, Annual
Statistical Suppiement--1960, Table 37, page 22

See Appendix Table 18.

See Statistics of Income, Fiduciary Returns

--1960, Table 6, page 23.

See Appendix Tables 17 and 19.
See Appendix Table 54.

It accounts for, depending upon the shifting
assumption, 60% or 70% of the total.

The total amounts to 5193 or $221 million,
depeuding on the shifting assumption, compared
to A.G.1, of about $1,035 milliom.

See Statistics of Income--1960.

See Patterns of Income~~-1960.

For example, if for a bracket, federal data
show federal persomal income tax (7) of

84 million and A,G,I, (Y) of 340 million, then
the ratio (T/Y) or average tax rate for that
bracket ig 10%, Now if state data indicate
A,8,I, for that bracket is $39 m{llion, then
the calculated tax estimate is $3.9 miliion

= 10% of $39% million).



43,

&&,

45,

46,

47,

48,
49,

50,

31,

5Z.

See Appendix Tables 52 and 54.

Regarding Estate and Trust Tax, see Fiduciary
Statistics of Income, page 23, for Hawaii's share
of about $51.5 milliion, and regarding the Gift
Tax, see page 39 of the same volume, for Hawaii's
share of about $§1/2 million. See Appendix Tebles
19 and 534. We have grouped income from eststes
and trusts with capital income which is Group C
in Table 19. Dollar amounts were assigned to the
peir of highest income brackets based on the
gizes of their percentages in Group C, relative
to each other.

Economic Resort of the President, 1964, page 275,
shows for 1960, a national total amount of §9,137
miliion. Hawaii's share is calculated as .38%
{based on Hawaii's share of total A,G.I. for the
U.8.).

The amounts involved did not warrant a disaggre-
gated asgigrment., See Appendix Tables 25 and 54. 5.

Economic Report of the President, 1964, Table £-57,
p. 275, shows for 1960, a national payments total
of about $21,4%4 million., Hawaii's share is
calculated as ,39% (based on Hawaii's share of
total dividend income received for the U,.8,).

See Appendix Tables 25 and 34.
See Appendix Tables 52 and 54.

The Tax Foundation of Hawaii publication,

Government in Hawaii, 1963, page 17, offers some

data for 1960 which is somewhat different than

the estimates used here in our study. 6.

Estimate Used
in Qur Study

Tax
Foundation

Millions of Dollars

Corporate income and

excess profits tax 41.5 83.8

Personal income tax 162.1 138.9

Other 11.5 34.7

Total 2i5.1 257.4

See Appendix Tables 19 and 54.

See Appendix Tables 25 and 54, 7.

Chapter 3

¥o normative significance is {mplied. We wmerely
designate a point of reference to facilitate
making comparative statements, The reference
case is to be viewed as the "least adiusted case"
and not necessarily as the "preferred or more
reasonable case'.

These numbers do not refer to ranks. &,

Due to insufficiency of data, there is not much
that can be sald about how far the range of
"relative proportionality™ of the $5,000 to
$9,999 group extends into $10,000 to 514,399
bracket. However, we have z relationship between
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cumclative tax and cumulative income. This
relationship is sctually derived from the pair
of relationships between (a} cumulative tax
and income, and (b) cumulative income and
income. There are data for eleven points on
each of these relationships, and by commecting
these points with a smooth freehand curve, it
is possible to estimate the extension of the
range of "relative proportionality". An esti-
mate on this basis is that the range runs to
about the $12Z,500 income level, and thus covers
cumilative income from $262 million ($5,000 to
$5,99% bracket) to about $820 millien, a range
of over $3530 million which accounts for over
nalf the income in total. See Chapter 1,

page 12, regarding the effect of interpolation
of the income and expenditure pattern data.
For details, see Chapter 2, Section I, A-4.

Chapter 6 expands this discussion.

The brackets in the income range $2,000 to
$4,99% (numbered 2, 3, and 4 on the graph)
again sit together, but at a higher rate level.
This group has been joined by the 5th bracket
which has moved up and out from orbit with
brackets 6 thru 9. This latter group ($6,000
to $9,999) alsc remains as 2 set, and at a
slightly higher rate level. Bracket number 10
(810,000 to $14,999) z2gain is on the upper
right arm, at a slightly higher rate than
pefore, but note here that it is at roughly the
same level as the 2, 3, 4 and 5 group (whereas
in the reference case, 10 was at a substan-
tiazlly higher rate level than that group).

The expenditure data indicates a somewhat
inverse relation between income size and the
propertion of income spent on taxable uses
(e.g., items subject to excise tax). The
income source distribution data indicates that
the proportion of nonwage income (e.g., income
from corporate and noncorporate profits) rises
with income size. The tax structure shows
rather substantial dependence upon the excise
tax, which is & multistage levy, applicable to
most all transactions in the production and
distribuzion process, Where shifting of this
type of tax cccurs, usual civcumstances result
in a regressive rate structure (i.e., an
inverse relation between tax rates and income
size). Chapters &, 5 and 6 provide & more
detailed discusgsion,

Brackets Z, 3 and 4 seem to form a group {near
10%), as do 5, 6, 7, B and 9 which again appear
along a relatively flat floor (near 9%). Also
(an¢ noncontradictorily), brackets 2 through 8,
except for 4, lie along & rather straight line.
Bracket number 10 sits at asbout the same rate
level as 4 and has & rate decrease, though to
lesser degree than has bracket #11 {at 14%),
from the application of the adjustment,

See Appendix Tables 28, 32, 49 and 50.

The 6, 7, 8, 9 group lies at a slightly lower
rate level; wheress, the 2, 3, & group has
shifted up to a higher rate level than before.
When this case is compsred to situstion of the
conservative shifting assumption with the
adjustment, the curve for this case (extensive
agsumption with adjustment) shifre up £o higher



10.

11.

12.

13.

14,

15.

rate level everywhere except for bracket #11. 6.

The brackets from $3,000 through $9,399 form the
rather fiat hottom {at a szlightly higher rate
tevel}, The $2,000 to $2,999 bracket is slightly
up ont the left-hand arm, and the bettom bracket
locates the left extremity at a higher rate than
in the reference case. There is no significant
difference in the position of the $10,000 to
514,999 bracket, but bracket #11 has shifted down
congiderably to a rate siightly less than that of
bracket #10.

In fact, bracket #11 lies at the third lowest rate

of all. Bracket numbers 3 through ¢ and 11 form

the fioor at a rate slightly above the reference

case floor., Brackets # and 10 lie at rates just

above the Floor, and numbers #1's very high rate 7.
at 11% (higher tham in the reference case}, creates

the left arm of the curve.

That is, peints 2 through 10 lay close by a
straight line which may be drawn to connect point a.
2 with point 10,

Readers interested in details regarding personal 9.
income tax exemptions, exclusions, deductions,
credits, the nominal rate structure, etc., are
referred to Hawaii Department of Taxation's
annual booklet of instructions for filing persomnal
income tax (see 1960 issue).
10,
But now bracket numbers 10 (because of an almost
negiigible rate increase} and 1l (because cof a
sizeable rate decrease) appear to join the floor 1
set (bracket numbers 3 through 9). Bracket
numbers 1 and 2 have sustained rate increases and
contime to iie gt the left hand extremity and
slightly up the left arm respectively.

The brackets of income greater than $2,000, bet
iess than $10,000, are positioned fairly horizon-
tally (at 2%)(although a bit of a peak may be
digtinguished); bracket #1 sits at the left hand
extremity with the highest rate (2%}; the $10,000
to 334,999 bracket has the next highest rate, and
bracket #11 has the lowest rate (1.3%).

Chapter 4

Readers not interested in the details may prefer
to read oanly the summary.

U.8. Bureau of Interna) Revenue definition.

The question of whether a proportional rate struc-
ture is appropriaste is pot under discussion here,

Two aspects of this are noted. One is the differ-
ence between the ratios associsted with adjacent
pairs of income brackets. Here either the absa~
ifute difference between palrg or the percenbage
difference may be examined. On the other hand,
the pairing may be between adjacent ratios {(moving
through the ranks}. Here too, both the absolute
and the percentage differences may be examined,

See Appendix Table 11 regarding these calculations

and their counterparts mentioned throughout this
chapter.

101

It could be, for example, that the 117 to i4%
jump which is observed here has an underlying
pattern of 12%, 13%, 14%, 15% and 16% attendar
to brackets with average incomes of $10.5,
$11.5, $12.5, $13.5 and 314.5 (in thousands of
dollars)}, respectively. Or, for example, it
may be that the 11% rate 1s agsociated with
brackets with average income azs high as
512,508, thus extending the range of "‘relative
proportionality”, See the footnote remarks ir
Chapter 3, Section I, A. It appears useful tc
suggest future study of this problem via a
sampling -of tax returns in this range of
incomes. Also, see the remarks regarding
interpolation in Chapter 1, Section IV, and
Chapter 2, Section I, A-3.

Uailveraity of Wisconsin Tax Study fommittee,
Wisconsin's Stare and Local Tax Burden,
Univergity of Wisconsin, Madison, Wisconsin,
September, 1959.

Allowance for sales to visitors Lg a different
issue and is handled separately.

There is a negligible rste spread of .2
percentage points between ranks 1 and 2.
Between ranks 2 and 3, it is about 3 percentap
points and for ranks 3 to 11 inclusive, the
rate spread is about 3 percentage points,

It does not seem worthwhile to calculate a rar
correlation coefficient here,

The tax assigoment to the two top brackets has
dropped to 39% of the total {(still in excess
of their 33% share of total income). The
difference between their rates here shrinks

to less than fouy percentage points, and they
occupy ranks 2 ($15,000 and over) and 4
{$10,000 to $14,999). Furthermore, the differ
ence between the ratio associated with the
59,000 to $9,9%9 bracket and that of the
$10,000 to 514,999 bracket is, for this set of
calculations, only about 2 percentage points.
Thus, again (and perhaps more so than befaore),
there is the prospect of an extension of the
range of a "relatively proportional’ structure
beyond the $10,000 income.

The four lowest income brackets are¢ found here
with an assigmment of 27% of the tax total,

5 percentage points more rhan under the previ-
ous calculation. What's more, the bottom and
fourth-from-the-bottom income brackets dre now
assigned higher raniks (higher rates) than
before, and the other psir of brackeus in this
group have unchanged raunks. But it should be
remembered that the vates for ecach of these
brackets are lower here than on the previous
bagis, iT is just that rank shifts occur
because of differences in the absolute size of
the rate decrezse experienced by the various
income brackets. Also, this fourseme at the
low end of the income scale has ranks ranging
between 1 and six, and & range of rates of
about 4-1/2 percentage points, but this is cut
tg about 1.Z percentage points for the thise
brackets with income of over $2,000 and under
$5,000,



i2.

13,

14.

15.

ie.

17.

18.

1%.

24,

See Chapter 6 for details.

i.e., shifting from the impactee upon whom the
tax is levied, to the other party in the trans-
getion involving the i{tem which is taxed.

Because the tax is shifted from "seller" to
"buyer", or from “business" to "consumer",

See footnote 3, Chapter 5.

in addjtion, the rates assigned to the $4,000 to
$4,99% bracket is more than 2 percentage peints
higher than that of the $53,00C tc §3,999 bracket
which is Tanked mumber 7, and the 6th ranked
bracket ($3,000 to $3,999) lies over 1 percentage
point above rank 7, thus suggesting z break from
"proportionality”. There is about 3 percentage
points difference between the brackets §9,000 to
$9,999 and $10,000 to $14,999, and previous com-
ments on this point apply here too.

Furthermore, the size (absolute value) of these
differences is: relatively large for Che lowest
income bracket, deciines substantially through to
the $3,000 to $3,99% bracket and rises slightly
from there through to the $5,000 te §3,%99 bracket,
then falls sharply in $6,000 to $6,999 bracket and
remains around the 1/2 percentage point level
through to the $10,000 to §14,9%Y bracket. For

the top bracket, the difference becomes positive
aad is quite large,

Further perspective is gaindd by noting that only

about 5 percentage points separate ranks 2 and 11, 21,
and between ranks 3 and 11, this is cut to &

points., In azddition, to the situation of the

bottom income bracket, another characteristic of 22.
this group 1s the relatively proportiomal treat-

ment of the other 3 brackets between 52,000 and

84,999, 1In fact, these 4 brackets appear to 23,
separare into 2 groups; the bottom bracket and the

other 3, and this characteristic appears, though

to a lesser degree, in the other two sets of

taxfincome ratio estimates considered thus far.

{Bothk of those involved the same assumptions of 24,
rather minor shifting of taxes.)

This is about 2-1/2 percentage points less than
in the reference case (and, of course, this over-
all rate is about B47 of the base case rate).

Another aspect of these results which differs from
what was found with the other sets of calculations
involves the $5,000 to 35,999 bracket in relatiom 25.
to the group of middle Income brackets. The last
four ranks (8 through 11} are assigned to the
brackets within the $6,000 to $9,99%% range, and
the rates here are all within less than I percent-
age point of one another, thus indicating a rather
proportional structure in this area. In fact,
there is less than 1L/10 of | percentage point

di fference smong the rates ranked § through 10,
and the 38,000 to $§8,99%9 bracket, ranked number

11, lies about 3/4 of 1 point below them with a 26.
rate of about 10%. But the 55,000 to $3,999
bracket appears to move out of this low rate
group. Here it has a rate of over 127 which ranks
mumber 6, and is in fact, just about at the over-
51l average.
1.

Note that with the reference case calculstions
(Teble 1), the §5,000 to §5,99% bBracket ranked
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number 11, but when either the more extensive
shifting assumption or the adjustment is useqd,
this bracket moves to rank 7. This bracket

hag an extraordinarily low percentage of income
from corporate profits. Under the conservative
shiftring assumption, the adjustment results in
a rate decline for this bracket of about 8/10
of a percentage point, by far the smallest for
all brackets. Without this adjustment, the
move from the comservative to the extensive
shifting assumptions results in a 3 point rate
increase which is rather middling., Under the
extensive assumption, the adjustment results

in a rate decrease of about 4/10 of a point,
agzin the lowest of all. (But, as & matter

of fact, under the extensive assumptions, the
adjustment has very little impact on any of the
brackets at incomes below 56,000.

The difference between the rates assigned to
the $9,000 to 59,999 bracket and the $10,000
to 514,999 bracket is about 2-1/4 percentage
points, and again, the previous comments
regaréing the extension of the area of =
relatively proportiona} structure apply. Alomg
thie line, it is interesting that the former
bracket has rank 10 while the latter has

rank 4. Thus, except for the $4,000 to 54,999
bracket which bears the assignment of a 14%
rate and therefore has rank number 2, there is
& difference of only 3 percentage points
between the rates assigned to the brackets in
the range of incomes $3,000 and above.

These percentages are easily computed from the
data in Appendix Table 11.

These percentages are easily computed from the
data in Appendix Table 11.

The relative percentage change megpure is used
in order ko show the percentage change in rate
for & bracket, relative to some standard (that
is, relative to the overzll average).

The term "L™ is to be interpreted in the
following sense: compared to where the
adjustment is not applied, a change to calcu-
iations made with the adjustment will result

in a less than aversge percentage decrease in
the "L bracket's tax rate (a2 "G bracket will
show & greater than average percentage decresase
in its tax rate}.

The term "L" is to be interpreted in the
following sense: compared to the case where
A,G.i. is considered to be the income concept
relevant for the effective tax rate calcula-
tion, a change te the "Broasdened Income®
concept will result in a less than average %
decrease in the "L" bracket's tax rate (s "g"
bracket will show & grester than average 7
decrease in its tax rate).

A memper of this bracket might interpret this
to mean ''fares better'.

Chapter 5

In terms of proportion of totsl Hswaii state
and local tax revenue produced.



Where the choice is made from among the 4 concepts
we have considered,

it has been suggested that the explanation of the
interbracket variation in the ratio: excise tax
assignment/income is to be found in the inter-
byracket variation in proportion of income speunt
on taxable items, However, this is insufficient
in the case of a multistage tax, such as the gen-
eral excise¢ which applies at every level of pro-
duction and distribution even if all pominal tax
rates are the same and the hypotheais of 100%
forward shifting is malntained. This subject is
treated in the author's, "Some Analysis Concerning
the Regressivity of the Hawaii General Excise",
National Tax Journal, June, 1963,

¥or the overall tax structure, it may be recalled
that the group of 4 brackets with income below
$5,000 consistently fell together in a higher rate
asector than the 5 middle bracket group (and the
under $2,000 bracket was split off from the other
3 in the lowest income set).

Within this group, the rates do not move in any
single direction with income nor i% monotonicity
found in either the $5,000 to $9,999 or the $2,000
to 84,999 subgroups. But with the rates packed so
tightly, the {atragrcoup pattern loses importance.
The Five bracket middle income group bears the
assignment of about 30 per cent of the total excise
tax (against about 42 per cent of the total income)
which is the same proportion ss oceurs with total
taxes. When the pair of brackets from $3,000 to
$4,999 are added to this group, the tax assignment
moves to 42 per cent and the income proportion
becomes 58 per cent. The pair of highest income
brackets bears the assignment, under this set of
caleulations, of about 48 per cent of the excise
tax (with abouf 33 per cent of the income},

again the same as the result obtained in the
corresponding total tax calculation.

Briefly, the approach here is to treat the General
Fxcise in the same manner as is acceptable (from
both a theoretical and Federal 1.R,3, point of
view} for state income taxes. The calculation
invelves sstimating each bracket®s marginal tax
(federal personal income tax) rates. These are
then multipiied by the estimates of (eneral Excise
tax "pavments’ by {assignments to) income brackets
and the regult is the computed amount of the
deduction for each brackef. See Appendix Tables
48, 49 and 30.

If the allowable were equal to the theoretical,

Lm,if&%?,t%ﬁiﬂl,or%=1%% A less

T
than T implies»% less than 100%.

The rate difference between ranks 2 and 1 i cut
about in half (both sbsolutely and percentage
wiged,

There is some minor order resrrangement which
indicates the disturbance of the neat pattern of
progresaion, However, the range of rates here is
only about .2 percentage point {about i0%) and
thersfore, the rather proportional charscter
noted previeusiy is maintained., The rate differ-
ence between the §4,000 to §4,999 bracket and the
adjscent bracket {eithey next higher income or

103

10,

ii.

12,

i3.

14,

9.

next higher rank} is about the same, but the
difference between rank 3 and 2 is cut to
1/3 the reference case size, thus suggesting
a wider range of proportionality.

There is s rather substantial rate spread of
more than 2.5 percentage points between ranks
1 and 7 (the rank 1 rate is more than twice
that of rank 2}, between venks Z and 3 it par.
rows to .5 percentage point, and the rest of
the ranks are vather tightly packed (especizll
in the middle income rvange) with .6 percentage
point between ranks 3 and 11,

See Section VI for discussion of the manner ir
which these components were handled.

See also, Appendix Tables 44, 45 and 456,
There ig a4 3 percentage point range between
ranks 1 and 2, and a .5 peint range between
ranks 2 and 3 {cccupied by the $6,000 to
56,999 bracket}.

There 15 only a .5 point spread between
ranks 3 and 11,

Chapter 6

Refer to Appendix Table 33.

Thege are listed in Director of Taxation,
GCalenday Year Summary, 1960,

Fixed in the sense that it applies in both rche
congervative and the extensive cases.

See Appendix Tabie 33, columms 2 and 3, and
Tabie 34 for details.

As with the retailing component, see Appendix
Tabhles 24, 23, 33, 34, and 37.

See Appendix Tables 33, 34, 35, and 36.

Conversation with M, Ono of Economic Research
Center, University of Hawaii, revealed an
estimate that about 30 per cent of {he con-
tracting business in Hawaii is undertaken by
corporations. The {ncome size distribution
of individual source items of income is
presénted in Appendix Tables 18 and 19,

This reflects the somewhat arbitrary assump-
tion that the rental business is one-half
corporate and one-half noncorporate (this
includes both housing and nonhousing rentals).

Conversation with Mrg. I. Rhyne, Tax Regearch
and Planning Officer, 0ffice of the Director
of Taxation, leads me to believe that this
asgumption 1g an api one.

Mrs. Rhyne informed we, that almost zll of
the consumption component involves imported
purchases of producer's durable squipment.

Conversation with Mrs. Rhyne leads me to
believe that this is appropriate,

The resson is the zame as ln the manufacruring
case.



13,

14,

5.

16,

17.

i8.
19.

20.

See Appendix Tables 33, 34, 35, 36, and 37. Im
genersl, replacement of the conservative by the
extensive forward shifting sssumption results in
smaller amounts of tax entering our czlculations
on the bagis of income source, and larger amounts
of tax being #8signed on the basis of income use,

Let me repest that the objective of making tax/

income ratio calculations under thege two assump-

tions was to construct a paly of extreme gituations

which would set limits for comparisen. It is 21.
noted, however, that even under the more @xtensive
assumption of rather complete forward shifting,
there are some components for which zero shifting
is assumed. BSimilarly, under the conservative
assumption, there are gome components for which
100 per cent forward ghifting is assumed. Thus,
this pair of cases is not one of absolute extremes.
Rather, each case is a combination of several
"most likely" assumptions {which we are rather
confident of) and several extreme assumptions
(about which we are rather uncertain and there-
fore loek at extreme opposites). In the conser-
vative case, the extremes are all of the zero

shift type, whereas, in the more extensive case,
the extremes are 100 per cent forward shifting.

An alternative procedure would have been to 23.
construct a case composed entirely of most likely
assumptions about the shiftability of the excise

components. This was not undertaken because it

would have reqguired rather extensive analysis to

improve much on the information obtained from

the "limit'' cases.

22,

This estimate {8 based or various studies done
for state agencies and includes those by

I. Gutmanis {State Imcome Accounts Project, U. of
H,, Economic Research Center, 1964}, Y. 8. Leong
and R. ¥, Kaming {Hawaii's General Excise Tax,
Legislative Reference Bureau, Report Ke. 2, 19633},
G. McClure (0ahu Transportation Study, 1964), and
J. R. Blaughter (Federal Exvenditures in Hawaii,
unpublished, M. A, thesis, U. of H., 195%).

Conversation with ¥. Ono, who referred to the
Hawail State Accounts Data he was developing.

An alterpative assumption is that the housing

owners do net shift thig tax, and in this case,

corporate dividends, rental income and noncorporate

buginess profits would serve as the basis for the 24,
distribution.

See footnote 16.

See footnmote 16,

5.
Ideally, this (34%) portion of the contracting
component would be allocated in accordance with
proportions of contracting assignable o varicus
industries {e.g., reteiling, wholesaling, sugar,
pineapple, etc.} 80 as to better estimste the
amount of tax "exported” via exports, visitor
sales, ete., and to achieve a better basis for the
assignment of the tax to income brackets., This 27.
was not underteken as the expected refinement to
be gained and the magnitude of the amounts imvolved
da not warrant 4u sttempt £o cope with the diffi-
culties involved. In fact, caleulations were Z8.
made based on the alternative assumption of no
forward shift from businesses to consumers, but
these will not be presented here because of the
desire to confront extreme cases. However, these

26,

1064

calculations were based on the assumptions
that all business building is owmer-occupied
and that business activity is split 50%-~30%
between corporate aund noncorporate. Again,
it was decided not to undertake refinements
involving empirical checks on detailed esti-~
mates of the proportion of business building
which is owner-occupied, and the corporate-
noncoyrporate proportions.

No attempt was made to adiust for nonuniformity
in the proportion of renters in each income
bracket.

See Appendix Table 33, columns 11, 12, and
13 for details. The percentage caleculations
are 57.8%, 20.7% and 21,5%. The basis for
these percentages is gross sales datz from
the Department of Planning and Economic
Development, Statistical Abstract of Hawait.
The manufacturing, sugar and pineapple shares
(of the 20% of the whclesaling and compen-
gating components) have been estimated at
about 40%, 30%, and 30%, respectively, using
gross income {excise tax base) data.

P. Newman (1962, pp. 4-8} cites 0. Brownlee's
(1960, p. 27} quotation of the Bureau of
Public Roads estimete that 70% of U,S,
gasoline consumption is by 2utomobiles,

Newman further notes the Department of Commerce
estimate for the 1,8, in Ingcome snd Output
(1558, p. 81), that 80% of mew autos are for
private use. Thus, he arrives at 56% [that
is, (.7)(.8) = (.56)] as an estimate of total
1957-58. ‘The datas developed for the Qahu
input-output table (Table 4-7), by G. McClure,
et al, shows interindustry use = 35,1% of
total petroleum value, and consumption use =

30.2%. Thus we may calculate 54% for business
(-33"%2il§5*§") and 46% for nonbuginess. (0Of

course if 100% forward ghifting from businesses
to consumers L8 assumed, then the business/
nonbusiness distinction may be dispensed with
and the allocation may be made via the gasoline
expenditure pattern data with only the bias of
the gascline pattern vis-a-vis the all goods
pattern to be considered.)

Ten per cent (10%) is probably rather high
{than low), however, this type of allowance
is not made with respect te any other compo-
nent of the fuel tax except aviation as
noted below.

This data was secured by telephone from
Mr, Wong and Mr. Sakamoto of the respective
firms,

See the previous material on the public
utilities - airlines component of the General
Excise regarding this estimate.

The fact that airline fares are regulated,
suggests that the more extensive assumption
tg the more likely.

In making the "tax export" adjustment, under
the conservative assumption, if this tax were
handled individually it would be appropriate
to use only .39% of it (due to nonresident

ownershipy, but in fact, the "average figure”



29.

30.

31,

32.

3.

b,

of 42% has been used 80 a3 to remain conmsistent
with the other taxes such as on sugar &né plne-
apple for example.

B. Moore of the Hawaii Visitors Bureau advises,
that alr passenger westbound from the mainland
were:

1960 1962
14,035  intended residents 21,070
28,210 returning residents 53,800
38,245 subtotal "residents" 74,870
138,440 destingtion Hawaii visitors 216,008
59,264  destination beyond Hawaii
visitors 103,315
3,965 unclassified 490
23%,914 Total 397,680
2B2T0 38245 _ o 53804 _
T3597% - 118% Tiogis ~ 5% oress - R
T48T0 _
357680 - 18-8%

The basic data involved in the following discussion
is found in the Annual Report of the Director of
Taxation (Hawaii), 1963, pages 19, 20 and 22,

Our Appendix Tables 38 through 43, pregent the
relevant information.

in dealing with the contracting and remtal portjions
of the excise tax, an estimate of 40 per ceat for
the owner~occupied proportion of residential
housing was used. From Appendix Table 41, it
may be noted that the agsesged valuation basis
yielda a somewhat higher estimate. The asssessed
valuation involves a stock coficept, whereas, the
other method used s flow concepr; but each is
appropriate in its place of employment, The
estimates of owner-occupied proportions for land,
buildings, and the two combined are 64 per cent,
54 per cent, and 60 per ceat, respectively.

T = $21.8 million; 4 = $2.3 billton;
source: Hawali Director of Taxation, Anpual
Report, 1963,

For this data year, the property tax structure

did not distinguish among classes of properties,
50 the application of an aversRe property¥ taX rate
is unhiased in this regard.

That is, if ?1 = property tax 4ssigned to this

group, Pi = Si.F. But ¥ = E', and thug
By = %l.fx ox fﬁ.= ii .
A T A

Recall that the same procedure was followed in
dealing with the rentsl portion of the excise
rax, In fact, what is at issué here is the
difference Betwgen the size distributions of
rental income and corpovate and noncorporate
profit.

Appendix Table 43 present the calculation of the
sropoctions of assessed valuation which obtain
for sugar, pinsapple, and ranching,

105

36.

louis Yarga (Land Study Bureau, University o
Hawaii) advizes, that most of the land in the
conservation category is held by a few holdes
of large estates. Legislacive Reference
Bureau, Report No. 2, 1957 ("Large Land Owne
in Hawaii’), provides data on values of fores
regerve land held by the six largest land-
holdera. Only five will be considered here
because Bishop's status as an eleemogynary
trugt warrants its exclusion. Thus it appea:
that Campbell, Greenwell, and Mclandless are
trusts, Kaneohe Ranch i{s a corporation, and
Robinsan is a uwoncorporate business,

( 5 Thousands )
Valuation of

Name Conservation Cat, % of Tots
Campbell 332 81.2
Greenwell —— ———
McCandless .- e—m
Sub-Total 33z 81.2
Kaneche Ranch 62 15.2
Rebinson 15 3.6
TOTAL 409 100.0

Chapter 7

See Chapter 1, Tables I through IV,
$ee Chapter 3, footnote 1.

See Chapter 4, Segtion I, B,

See Chapter 4, Section I, C.

See Chapter 1, footnote 15.

See Chapter 4, Section II, B.

See Chaprer 5, Table V.

for example:

See,

R. A, Musgrave and B. W. Daicoff, “Who Pays &
Michigan Taxes?"™ in Michigan Tax Btudy, Staff
Papers (Lansing, Michigan, October, 1958).

R. A. Musgrave, "Estimating the Distribution
of the Tax Burden™ {mimeograph).

3. H. Brownlee, Egtimated Distribution of
Minnegota Taxes and Public Expenditure PBenefi:
(The University of Minnesota Press,
Minneapolis, 1960},

W. 1. Gillesple, “"The Effect of Public
Expenditures on the Distribution sf Income"
(mimeograph to be published by Brookiags
Tnscituticn),

See Chapter 1, page 13, However, as an exampi
suppose one has the objective of increasing tf
zelatively 10w rave estimates Ior the group i
income brackeis begween $35,000 and $9,999. Or
way to accomplish this oblective would be, fox
example, to increase the marginal pevzonal
income fax nominal rates for those brackets.



The gross revenue increase would depend upon the
base and rate; with, say, 5200 million of
marginal A.G.I. in the $5,000 to $£9,999 range,

& marginal rate increase of 1 percentage point
would gross 32 million in additional revenue.

A net calculation would invelve consideration

of the effect on other taxes,
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APPENDIX TABLES: DATA FLOW CHART
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Note:

The data flow chart represents inter-table data socurces. The
table to which the arrow points containsg some data listed in the

table Erom which the arrvow points.
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601

Component 'Taxes:

Table 2

Proportions Of Total Tax

{Before and After Adjustiment)

(1)

(2)

(3)

(4)

{5}

(6)

Dollar Total Assigned To Hawaii (After Adiustment)

Proportion of Dollar Assigned Proportion pollar Assigned Proportion
Dollar Total Dollaxr Under Conservative of Dollar Under Extensive of bollar
Name of Tax collectiond/  gollection Shifting Assumgtionb Assigned Shifting Assumptiont/ Assigned

{Thousands (Thousands {Thousands

of Dollars) (Percent} of Dollars) {Percent) of Dollars) (Percent)
General Excise 65,837 40.76 41,313 37.90 5G,784 39.71
Corporate Income 5,068 3.14 1,120 1.03 2,436 3.90
Bank 544 .34 163 .15 290 -23
Fersonal Income 29,871 18.49 25,988 23.84 25,988 20.34
Real Property 21,871 13.54 13,534 12.42 17,36l 13.46
Tobacco 2,118 1.31 1,906 1.75 1,906 1.49
Fuel 20,710 l2.82 11,947 10.96 15,007 11.72
Pablic Utilities 4,242 2.63 2,647 2.43 3,844 3.05
Liguor 3,400 2.10 3,060 2.81 3,060 2.3%9
Insurance 1,807 1.8 1,716 1.57 1,716 1.34
Estate and Inheritance 1,000 .62 643 .60 643 =50
Unemployment 4,951 3.07 4,951 4.54 4,951 3.87

Total 161,519 100.00 108,988 100.00 127,986 100.00

a2/ Source: Table 1, column 1. ¢/ Sgpurge: Table 1, column 1l.
L/ Bource: Table 1, column 10.
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Table 4 {contipued}

{6) (7 (8) (%) (10}
Income Estates And Trusts Consumer Iotal
Brackets . .
——— No Shifting Gonservative Extensive Conservative Extensive
Shifting Shifting Shifting Shifting
Assumption Assumption Asgumption Assumption
Under § 2,000 30.9 4,954.3 B,704.4 6,751.3 9,003.6
§ 2,000 -~ § 2,999 29.2 4 ,437.4 46,780.2 5,734.1 7,017.3
$ 3,000 - % 3,999 30.9 7,592.1 16,%44 . 1 9,739.8 11,340.4
$ 4,000 - § 4,999 - 9,522.6 13,045.3 11,332.4 13,366.6
§ 5,000 - § 5,999 147 B,275.6 11,906.9 9,630.9 12,099.9
$ 0,000 - § 6,599 45.8 8,014.3 11,549.7 11,242.6 12,129.7
§ 7,000 « § 7,999 50,1 6,759.0 $,796.0 9,861.2 10,378.3
§ 8,000 - § 8,999 9.1 6,206.9 8,822.3 8,711.0 9,264.6
§ 9,000 - § 9,999 5.0 5,011.1 7,182.2 7,079.6 7,544.2
$10,000 - $14,999 3L.1 17,7562 25,428.6 25,953.4 16,872,454
F15,000 and over 586 .7 14,315.5% 19,023.1 46,873.6 15,7%0.1
Total 853.0 92,846.0 133,177.0 152,930.0 144 ,807.0 Taxes assigned
357.0 357.0 Federal credith
7,936.0 16,270.0 Sales to Federal Government Visitor Sales
and exportsS/
161,223.0 161,434.0
. 161,519.0 161,519,0 Total Tax Collection
After Adjustment 294.0 85,0 (Difference as seen for Excise Tax)
Under $ 2,000 30.7 4,93%.5% B,677.9 5,722.9 8,784.9
§ 2,000 - % 2,999 28.2 4,343.8 6,647 1 4,950.5 6,750.0
3,000 - § 3,499 29.9 7,435.6 16,732.8 §,2%0.2 10,870.2
§ 4,000 - § 4,999 o 9,278.2 12,722.2 10,016.2 12,827.8
5,000 -~ & 5,999 14,2 8,068.2 11,628.6 8,868.0 11,733.1
BOB,000 - 3 6,999 41.8 7,470.8 10,854.3 8,791.5 11,0654.8
4 7,000 - § 7,999 45.2 6,25G.7 9,162.17 7,674.0 9,341.3
5 B,000 - § 8,999 8.3 5,758.3 8,260.3 6,771.6 8,404.4
§ 9,000 - $ 9,999 5.0 4,709.3 6,799.5 5,554.1 6,917.7
$10,000 - §14,999 43.2 15,822.6 22,910.1 19,372.6 23,429.5
$15,000 and over 428.3 11,499.9 15,566.1 22,879.9 17,785.8
Fotal 675.0 85,577.0 123,942.0 108,692.0 127,900.0 Taxes assigned after all adjustments
_ 108,773.G 127,848.0
b/ BSource: Table 47, KEstate and Inheritance Tax, 108,988.0 127,986.0 Taxes assigned afrer all adjustmentsﬁl
¢/ Source: Table 1, columns 2 and 3, 294.0 86.0 (Difference as seen for Excise Tax)
4/ Source: Tabie 1, colusm 11.
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Table 5 {continued)

273

4%: 5

(28) (29) (30) (31) {32) (33) (34) (35)

ESTATES AND

PUBLIC UTILITY TOBACCO LIQUOR PERSONAL INCOME INHERITANCE
Income GCorporate Profitsd/ Consumer Total Consumer Congumer Congumer Congumer

Brackets Conservative Conservative Extengive Couservative Extensive No Shifting No Shifting No Shifting No Shifting

Shiftiong Shifting Shifring Shifting Shiftring
Assumption Assumption Assumption Assumption  Assuwaption
Under § 2,000 51.8 255.7 400.9 307.5 400.9 25.5 --ees 509.3  eeee-
§ 2,000 - § 2,999 33.7 106.5 202.0 140.2 202,06 43.4 82.0 976.6 0 e-eme
& 3,000 « 5 3,999 69,2 107.8 251.0 177.0 251.0 262.0 320.4 1,883.5 0 meeew
§ 6,000 - § 6,999 56,2 150.5% 305.4 206.7 305.4 234.2 582.6 2,107.5 e
$ 5,600 - § 5,999 289.0 207.4 366.1 227.4 366.1 227.2 321.9 2,371, aeee-
¥ 6,000 - 3 6,999 100.4 183.1 346.3 283.5 346.3 199 .2 204.7 2,637.1  memee-
§ 7,000 - 5§ 7,999 102.0 160.7 298.9 262.7 298.9 159.5 188.2 2,239.7 e
$ 8,000 - & B,999 8.6 1461.6 258.6 219.6 258.6 129.2 171.7 2,383.5 meees
§ 9,000 - § 9,999 64.2 117.0 214.6 181.2 214.6 107.3 142.3 1,83¢.5  -----
510,000 - $14,999 236.0 66,6 726.5 602.6 726.5 367.8 582.0 5,932.4 440.1
$15,000 and over 1,181.6 252.8 473,8 1,434.4 473.8 210.4 464 .2 6,984.7 202.%
Total 1,994.0 2,049.0 3,844.0 %,043.0 3,8446.0 1,906.6G 3,060.0 29,871.0 643.C
Aftey Adiustment
Under § 2,000 15.5 255.7 400.9 27l.2 400.9 25.5  eees- 506.1 wswe-
§ Z,000 - § 2,999 10.1 106.5 202.90 116.6 202.0 43.4 82.06 943.1  mmee-
5 3,000 - 5 3,999 0.8 107.8 251.0 i28.6 251.0 202.0 320.4 1,820.6 e--a-
§ 4,000 « § 4,999 16.9 150,35 305.4 i67.4 305.4 234.2 582.6 2,011.0  eeee-
$ 5,000 - § 5,999 6.0 207 .4 366.1 213.4 366.1 227.2 321.9 2,290.% emee-
§ 6,000 « $ 6,999 30.1 183.1 346.3 213.2 346.3 199.2 2046.7 2,406.1 e
§ 7,000 - 5 7,999 30.6 160.7 298.9 191.3 298.9 159.5 188.2 2,021.6 =eee-
$ B,000 - 5 8,999 23.6 141.0 258.6 164 .6 258.6 129.2 1717 2,172.8 e
$ 9,000 - § 9,999 19.3 117.0 214.6 136.3 214.6 107.3 142.3 1,699.%9 0 see--
$10,000 - $14,999 7G.8 366.6 726.5 437.4 726.5 367.8 582.0 5,013.5 440.1
$15,000 and over 345.5 252.8 473.8 607.3 473.% 210.4 ibh .2 5,103.0 202.9
Total 589.0 2,049.0 3,844.0 2,647.0 3,844.0 1,906.0 3,060.0 25,988.0 643.0
Segree:  (Table:Colyum) 29:?5 26:3 26:4 2615 266 26512 26:13
32:
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Table 5 (continued)

(36) 37 {38) (39} (40) (41)
IMPUTED UNEMPLOYMENT INSURANCE B A N K
Income Congumer GCorporate Profits Consumers! Total
Arackets Neo Shifting Conservative Extenaive Extensive Conservative Extensive
Shifting Shifting shifting Shifting Shifting
Assumption Assumptiocn Agsumpfion Assumption Assumption

Under § 2,000 393.2 4.1 9.4 4.6 4.1 24.0
§ 2,000 « § 2,999 652.9 9.2 6.1 9.6 9.2 15.7
§ 3,000 - 5 3,999 1,292.5 18.9 12,6 4.4 8.9 27.0
§ 4,000 -~ § 4,999 2,009.6 15.3 10.2 15.6 15.3 25.8
§ 5,000 - § 5,399 603.0 5.4 3.6 16.0 5.4 19.6
$ 6,000 - $ 6,999  aaooo 27 .4 18.3 16.4 27.4 34.7
$ 7,000 - 5 7,989 eeee- 27.8 18.6 13.9 27.8 32.5
§ B,000 - $ 8,999 e 21.4 14.3 11.8 21.4 26.1
$ 9,000 - 89,999  eean 17.5 1.7 9.8 17.5 21.5
310,000 ~ $14,99%  cenen 64 4 43,9 36.3 6h. b 7%.3
$15,000 and over  eeeen 322.4 215.1 22.3 322.4 237.4

Total 4,951.0 -544.0 363.0 181.0 544.,0 544.0
After Adjustment

Under § 2,000 393.2 4.2 2.8 5.6 4.2 17.4
$ 2,000 - $ 2,999 652.9 2.2 1.8 9.6 2.2 it.4
$ 3,000 - § 3,999 1,292.5 5.6 3.8 4.4 5.6 i8.2
§ 4,000 - § 4,999 2,009.6 4.6 3.0 15.6 4.6 18.6
§ 5,000 -~ § 5,999 603.0 1.6 1.1 6.0 1.6 17.1
§ 6,000 -$6,999 e 8.2 5.5 6.4 8.2 21.9
§ 7,000 - $ 7,999 eewas 8.4 5.6 13.9 8.4 19.5
§ 8,000 - 58,999  ceeas 6.4 5.3 11.8 6.4 16.1
§9,000 - 59,999 e 5.2 3.5 9.8 5.2 13.3
$10,000 ~ $14,999 aeees 19.3 12.9 36.3 19.3 49.2
$15,000 and over  aeaes 96.7 64.4 22.3 96.7 86.7

Total 4,951.0 163.0 109.0 181.0 163.90 289.0
Soyrce: (Table:Column) 26:14 29:5 29:6 26:10
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Tahle 6

Component Taxes: Percentage Distribution By Income Bracketsﬁj
(Before And After Adjustment}

(1) (23 3 €Y (53 (6) {7 (&) ¢
Tobasl Tax Excige Tax Property Tax Iinsurance Tax Fuel Tax
Conservative Extensive Conservative Extensive Conservative Extensive Conservative Extensive

Income Shifting Shifting Shifting Shifting Shifting Shifting Shifting Shifting

Brackets Assunption Assumption Assumption Assumption Assumption Assumption Assumption Assumplion

Under § 2,000 4,42 6,22 3.70 1.79 6.73 i0.12 §.09 1.93 5.10
§ 2,000 - § 2,999 E e 4, Bh 3.74 5.02 4.02 5.97 5.32 2.79 4,61
§ 3,000 - § 3,999 6.37 7.83 5.81 7.37 5.72 B8.14 7.98 4.20 7.66
§ 4,000 - % 4,999 7.41 G.23 6.12 8.09 5.13 B.0% 8.63 5.67 g9.11
F oa,000 - § 5,999 6.30 8,35 5.94% 8.31 5.11 8.26 8.84 S5.13 8.99
6,000 - 5 6,999 7.35 .38 7.58 8.65 6.72 7.96 9.069 7.57 10.46
§ L0060 - § 7,999 6.46 7.17 6.71 T.43 6.19 7.10 7.70 6.40 8.42
§ 8,000 - § 8,999 5.69 6.40 5.59 6,36 5.02 6.01 6.5% 5.29 6.85
$ 9,000 - § 9,999 4.63 5.21 4.63 5.28 4,15 4.98 5.44 4.4G 5.68
$10,000 - §14,999 16.97 18.56 17.21 19.10 15,08 16.78 20.05 17.56 21.10
§15,000 and over 30.65 17.81 36.97 16.58 36.12 16,5% 12.31 39,03 12.63

Totath/ 100.G6 100.00 100.00 99.98 99,99 100.00 166,00 99.97 160.01
After Adjustment

Usder $ 2,000 5.26 6.87 7.14 8.42 9.00 11.66 8.09 1.72 5.67
§ 2,000 - § z,999 b4.55 5.28 4.61 9.35 5.20 6.68 5.32 3.41 4.98
§ 3,000 - § 3,999 7.63 8.50 6.87 7.80 6.98 9.03 7.98 4. 87 7.63
§ 4,000 - 8 4,999 .22 10.03 7.51 8.57 6.35 8.91 B.63 7.41 .73
$ 5,000 « § 5,999 8.16 9.17 7.88 §.93 6.95 9.30 8.84 7.32 4.69
$ 6,000 ~ § 6,999 8.09 8.64 8.46 8.87 7.37 8.24 .09 9.03 10.68
$ FL,000 - § 7,999 6. 88 7.30 7.23 1.54 6.59 7.22 7.70 1.18 8.50
§ B,000 - § 8,999 6.23 6.57 6.12 6.47 5.46 6.21 6.55 6.02 6.97
§ 9,000 - § 9,999 5.11 5.41 5.14 5.42 4.56 5.21 544 5.08 5.87
10,000 « §14,999 17.82 18.31 18.58 19,14 15.53 16,02 20.05 19.37 19.95
$15,000 and over 21.05 13.40 20.44 13.48 26,01 11.51 12,31 28.58 10.32

Tﬂtﬁiﬁ/ 100.00 95.98 99.98 99.99 100,00 99.99 106.00 99.99 59.99

{ ¥or dollar distributions, see Table 5.

£
b/ Columms may not sum te totals due to rounding.
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Table & {continued)

(10) (11) (12) 3 1) (15) (16) an (18) (19) (20)
Public Personal Estates And Unempleyment Corporate
Income Utiiity Tobacco Liquor Income Inheritamce  Insurance Bank Income
Arackels Tax Tax Tax Tax Tax Tax Tax Tax
Conservative Extensive Congervative Extensive Conservative Extensive
Shifting Shifting Shifting Shifeing Shifting Shifting
Assumption Assumption Assumption Assumption Assumptlon Assumption

Under $ 2,000 7.60 10.43 1.3 mewen .76 meea- 7.94 2.5% 4.41 2.60 4.43
§ 2,000 -~ § 2,999 3.47 5.25 2.28 1.68 3.2 - 13.19 1.69 2.89 1.69 2.90
§ 3,000 - § 3,999 4. 38 6.53 10.60  10.47 6.30 e 26.10 3.48 4,97 3.47 4.97
& 4,000 - 3 4,999 5,11 7.94 12.29 19.04 7.06 eeee- 40.59 2.81 474 2.82 4,75
§ 5,000 -~ § 5,999 5.62 9.52 11.92 10.52 7.96  -e--- 12.18 0.99 3.60 1.00 3.61
§ 6,000 - § 6,999 7.01 3.1 10,45 £.99 £8.83 e-ee- meean 5.0 .38 5.08 6.39
5 1,000 - § 7,999 6.56 7.78 8.37 6.15 7.50 mree- meen- 5.11 5.98 5.12 5.98
5 B,000 - § 8,999 5.43 6.73 6.78 5.61 7.98 e e 3.94 4,80 3.94 4.81
§ 2,000 - $ 9,999 4.48 5.58 5.63 4.65 6.6  meees e 3.22 3.95 3.22 3.96
$10,000 - §14,999 14.9¢ 18.90 19.30  19.02 19.86 68.66 0 eeean 11.84 14.58 11.84 14.57
$13,000 and over 35.48 12.32 11.04 15.17 23.38 31.56 eeea- 59.2% 43.66 59.26 43.62

Tatalﬁi G%.98 99.99 100.00 100.00  100.00 100.00 16C.00 100.00 99.96 100.00 99.99
After Adjustment

Under § 2,000 10.24 10.43 .34 wemnw 1.95 wo-ew 7.94 2.59 6.01 2.60 6.41
$ 2,000 - $ 2,999 4,40 5.25 2.28 2.68 3,63 ee-ee 13.19 1.35 3.94 1.69 4.20
§ 3,000 - % 3,999 4. 86 6.53 10.60 16.47 7.00  wwewn 26.1C 3.45 6.29 3.47 6.60
§ 4,000 - § 4,999 6.32 7.94 12,29  19.04 I L 40,59 Z.83 6.43 1.82 £.83
§ 5,000 - § 5,999 &.06 9.52 11.92 10.52 8.81 ww-en 172.18 0.98 5.91 1.G0 6.44
$ 6,000 - § 6,999 8.05 9.01 1G.45 6.6% 9.26 eweem eeees 5.05 7.57 5.04 7.84
§ 7,000 ~ § 7,999 7.23 1.78 B.37 6.15 .78 mmeew meean 5.17 6,74 5.12 &.91
§ 8,000 - 5 8,999 6.22 6.73 6.78 5.61 8.36  wewer maean 3.9 5.56 3.94 5.75
§ 4,000 « S 9,999 5.1% 5.58 3.63 4.65 6.5  mweem moeas 3.20 4.60 3.22 4.75
$10,0066 - $14,9%9 16,52 18.90 1$.30  19.02 15.29 68.44 0 ee--- 11.88 17.00 11.84 17.53
513,006 and over 22.94 12.32 11.04 15.17 19.64 31,56 0 eee-- 59.54 29.96 59.26 26,71

Torarl/ 99.99 99.99 160.6c 100.00 100.00 100.00 100.00 99.98 100,01 100.00 99.99
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£T1

Tahle 7-C

TOTAL TAX: AVERAGE EFFECTIVE TAX RATE PER INCOME BRACKET BY INCOME CONCEPT

Extensive Shifting Assumptions, No Adjustment (Neither Deductibility Nor Export)

{1 (2) (3) {4) {5}

Total Tax Total Tax Total Tax Total Tax
A.G.I. A,G,I, minus Broadened Broadened Income minus
Income Bracket Total ‘fax Federal Tax Income Federal 'Pax
{Thousands of
pellars) Percent Rank Percent Rank Percent Rank Percent Rank
Undex $2,000 9,003.6 22.81 1 29 94 1 16.60 1 21,26 1L

$ 2,000 - § 2,999 7,017.3 14.55 5 18,20 5 9.96 1l 11.98 11
$ 3,000 - § 3,999 11,340.4 13.51 & 16.67 [ il.o01l 6 13.7¢ 7
$ 4,000 - 5 4,999 13,366.6 14.78 4 18.33 4 12.77 3 16.10 4
$ 5,000 -~ § 5,999 124,099.9 12,61 7 15.490 7 11,49 4 14.23 5
S 6,000 ~ § 6,999 12,129.,7 11.86 9 14,54 9 10.66 9 13.49 9
& 7,000 - 5 7,999 10,378.3 11.95 8 14.70 8 10.76 B8 13.67 8
$ 8.006 - § 8,999 g,264.6 1:1.10 11 13,57 1l 10,32 1c 13.04 10
& 9,000 - § 9,999 7.544.2 11.72 10 i4.37 10 10.84 7 13.72 &
$1G,000 - $14,999 26,872.4 14,93 3 19.25 3 13.74 2 18.32 2
§15,000 and over 25,790.1 16.12 2 23,08 2 11.43 5 17.88 3

Overall Total 144,807.0 13.99 {5-6) 17.78 (5-6) 11.79 (4) 15,50 {4-5)




¥Cl1

Tabie 7-D

TOTAL TAX: AVERAGE EFFECTIVE TAA RATE PER INCOME BRACKET BY INCOME CONCEPT

gxtensive Shifting Assumptions, With Adjustment (Deductibility and Export)

(1 {2} 3} {4} (5}
Total Tax Total Tax Total Tax Total Tax
AG.I. A.G.I, minus Broadened Broadened Income minus
Income Bracket Total Tax Federal Tax Income Federal Tax
{Thousands of
Dollars) Percent Rank Percent Ranik Percent Rank Percent Rank
Under $2,000 8,784.9 22.26 1 29,21 1 16,20 1 20.74 1
$ 2,000 - § 2,999 6,75G.0 13.499 3 17.5% 3 9.58 9 11.53 11
§ 3,000 - % 3,999 1G,870.2 12.95 5 15.98 5 10.56 5 13.13 5
$ 4,000 - 3 4,999 i2,827.8 14.18 2 17.59 2 12.26 P 15.45 3
§ 5,000 - § 5,999 11,733.1 12.23 6 14,93 7 11.15 4 13.80 4
$ 6,000 - § 6,999 11,054.8 10.81 8 13,25 B8 3.72 7 12.30 9
$ 7,000 - § 7,999 9,341.3 10.75 9 13.23 9 9.68 8 12.31 8
$ B,00G ~ § 8,999 8,404 .4 10.07 11 12.31 il 9.36 10 11.83 10
& %,000 - § 9,999 6,917.7 10,74 10 13.18 10 9.94 6 iz.58 6
$10,000 - $14,999 23,429.5 13.02 4 16,78 4 1l.98 3 15.97 2
$1%,000 and over 17,785.8 1k.11 7 15.92 6 7.88 11 12,33 7

Overall Total 127,800.0 12.36 {6} 15,71 (&) 10.41 {5) 13.69 {4}
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Table 8 {(continued)

GeT1

A S a4

(§6) (87) {88) {89 (90) {312 (92) (93) (9%}
Personal Personal Perscnal Personal Perscnal Personal Personal Estates And Estates And )
Ipcome Tax +  Income Tax :  Income Tax - Incowe Tex + Income Tax I TIncome Tax > Imcome Tax ¢ Inheritance Yax Inheritance Tax +
A.6.T. A.G.1, Minus Broadened Broadened AG. I, Minus Broadened Broadened A.G. I,
Income Federal Tax Income Income Minus Federal Tax Income Income Minus
Brackets ) Federal Tax Federal Tax
Congservative Conservative  Conservative GComservative  Extensive Extensive Extensgive Mo Shilting Conservative
Shifting Shifting Shifting Skifting Shifting Shifting Shifting Shifeing
Assumplion Asgumphion Assemption Assumption Assumption Assumption Agsumption {Thousands Assumption
Percent Rank Percent Rank Percent Rank Percent Rank Percent Rank Percent Rank FPercesnt Rank of Doliars) Percent
Under § 2,000 1.29 9 1.57 1t 0.97 13 1.14 11 1.69 il 0,94 11 1.20 11w -

§ 2,000 - § 2,999 2.02 il 244 4 1.38 10 1.62 10 2,53 19 1.38 0 .67 10 ammee .-

& 3,000 ~ § 3,599 2.24 10 2.68 8 1.81 g Z.21 4 2,77 9 1.83 g 2.28 3 meen -

§ 4,000 - § 4,999 2.33 & 2.2] 10 2,00 8 2.46 a 2,89 8 2,01 8 2.54 &  mee-- m——-—

§ 5,000 - § 5,999 2.48 7 2.93 7 2.25 7 2,72 7 3.02 7 2.26 7 2.80 e -

§ 6,000 ~ § 6,999 2,58 5~ 3,07 6 2,29 5 2.85 6 3.16 6 2,32 5-6 2.93 L e

§ 7,000 « & 7,999 2.58 5-6 3.08 5 2.28 & 2.86 5 3.17 5 2.32 5.6 2.95 5 mmen ——-—

$ B,000 « & 8,999 2,86 34 3.40 3-4 2.62 3 3,27 3 3.49 4 2.66 3 3.36 3 e P

$ 9,600 - § 9,999 2.86 3-& 3.40 3-4 2.61 4 3.28 [ 3.50 3 2.64 4 3.35 [ o

$10,000 - $14,999 3.30 4 4,09 2 2.98 1 3,89 2 4,25 2 3.03 Z 4 Ol 2 440.1 0.24

$15,000 and over 4.36 1 6.06 1 2,87 2 4.69 1 6.25 1 3.e 1 4,84 1 20z.9 G.13

Overall 2.88 3 3.55 2-3 2.37  4-5 3,10 4-5 3.67 2-3 2.43 45 3,20 4-5 643.0 0.06

After Adiusiment

Under § 2,060 1.28 11 1.56 10 0.92 11 1.13 11 1.68 11 0.93 11 1.20 1L emee ———-

000 - § 2,999 1.96 10 2,36 11 1.33 10 1.57 19 2.55 10 1.34 10 1.61 10 —meee ———

§ 3,000 « § 3,999 o 9 2,59 g 1.7% 9 2.4 9 2.68 9 1.77 9 2.20 - ———
4,000 - § 4,999 2.22 8 2.67 8 1.91 8 2.35 8 2.76 8 1.92 8 .42 - -
5,000 - § 5,999 2.39 5 2.82 5 2,17 & 2.62 5 2.91 5 2.18 5 2.69 I ——-
6,000 - 8 6,999 2.3% 6 2.86 6 2.09 f 2.60 6 2.88 3 2.12 6 2.68 [ ————
FL000 - § 7,999 2.33 7 2.78 7 2.06 7 2.58 7 2.86 7 2.09 7 2,66 e -
8,000 ~ & ©,9%9% 1,690 & 3.0 4 2.39% 3 2.98 4 3.18 4 2.42 3 3.06 4 e -
F,000 - $ 9,999 2.64 3 3.15 3 2.41 2 3.01 3 3.24 3 2.44 2 3.09 K -

$14,000 - 514,999 2.78 2 3.45 2 2.52 1 3.29 2 3.59 e 2.56 H 3.42 2 440G.1 0.24

515,000 and over 3.19 1 443 i 2.10 5 3,43 1 4.57 1 2.26 4 3.54 1 202.9 0.13

Overall 2.5] [ 3.09 4 2.06 7 2.69 5 3.19 [ 2.12 & 2.78 4-5 843.0 G.08e
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Table 8 (continued}

(953 {96) (97) 198) (99) (100)
Estates And Estates And Estates And Estates And Estates And Estates And
inheritance Tax - inheritance Tax - Isheritance Tax - Inheritance Tax ¥ Inheritance Tax < Inheritance Tax +
ALG.L, Minug Broadened Broadened A,.G,L, Minus Broadened Broadened
Income Federal Tax income Income Minus Federal Tax Income Income Minus
Brackets Federal Tax Federal Tax
Conservative Conservative Conservative Extensive Extensive Extensive
Shifting Shifting Shifting Shifring Shifting Shifting
Assumption Assumption Assumption Assumprion Agsuvmption Assumption
Percent Percent Percent Percent Percent Percent
Under $ 2,000 R ———— —— ——— ———— ————
$ 2,000 - § 2,999 - ——— ——— —— ——— ——
§ 3,000 - § 3,999 ———— ———— ——— ——— ———— ————
& 4,000 - § 4,999 e ———— ———— ——— [ ————
$ 5,000 - § 5,999 o ——— R —— N ———
§ 6,000 - § 6,999 —— ——— ——— c——— [ A
§ 7,000 - § 7,999 ———— —— e —— - ——
§ R,000 - § 8,999 e —— ——— ——— - -
% 9,000 - § 9,999 —— . ——— ——— am JR—
S10,000 ~ $14,999 (.30 0,72 0.29 .32 0.22 0.36G
415,000 and over 0.18 (.08 0.14 0.18 0.09 0.14
Ovarali .08 0.05 0.07 0.08 ¢.05 0.07
After Adjustment
toder $ 2,000 ecoea -——— ——— . ——— ———
& 2,000 - § 2,599 — ———— —— —— ——— e
§ 3,000 - § 3,999 [R—_— —— —— [ PR ———
§ 4,000 - § 4,999 ——— ———— ——— ——— R ———
§ 5,000 - % 5,999 e —— —— i ——— ———
& 6,000 - 5 6,999 ——— PR ——— —— e ————
§OFL000 - § 7,999 ——— m—— ——— - . -
58,000 « 5 8,999 c—— ———— ——— . ——— ————
§ Y000 - 5 9,999 — ——— —— . —— . ——
§10,000 - 14,999 0.30 0.22 0.29 ' 0.32 0.22 0.30
$15,000 and over (.18 0.08 0.14 0.18 0.09 0.14

Overall 0.08 0.05 G.07 0.08 0.905 0.07
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o¥1

Tabhie 11

Distribution Of Total Tax And Of Income Based On
Different Income Concepts, Three Income Groups

(1 (2} €) (4) (5}
Total Tax
Income Conservative Shifting Assuymption Propertion of Proportio? of Propertion of A.G,1, Propeytion of
Brackets Without Adjustment® Total Taxi 4.06,1,2 Minus Federal Taxes3/ Broadened Iancomed
{Thousands of Dollars) {Percent} {Percent) (Percent) (Percent)

Under § 5,000 33537.6 21.94 25.32 25,88 26.66
§ 9,000 - § 9,999 46545.3 30.44 41.83 43.20 38.17
$1G,000 and over 72827.0 47.62 32.85 30.91 35.16

Totalls 152930.0 109,00 100.00 99.99 99.99
6,000 - $ 9,999 Looe.l. 24,14 33.52 33.58 29.78

af Compiled from data in Table 7-a.

b/ Golumms may not sum to tetal due to rounding.
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EFT

Tahle 12

Broadened Income

{Thousands of bollarg)

(1) (2} (3 {4) (5} (6} (1 (8) (9)

Unshifted Portion of Certain Business Taxes

Undistributed
Income Dividend Corporat Federal State 4/
Brackets AQG.I.if Distributions Profites Corporate Income Taxd/ Corporate Income Taxh/ State Bank Taxs!
Congervative  Extensive Conservative  Extensive Conservative  Extensive
shifting Shifting Shiftirg Shifting Shifting Shifring /
{Percent) Assumption- Assumptiunﬂ/ Assumptianw/ Assumptiond Assumption- Agsumptiond
Undexr § 2,000 39,464.0 2.60 760.5 2,261.2 1,507.5 58.2 38.8 8.5 5.6
§ 2,000 - § 2,999 48,237.9 1.69 4943 1,469.8 97%.8 37.8 25.2 5.5 3.7
§ 3,000 - § 3,999 83,946.4 3.47 1,015.0 3,017.8 2,011.9 77.7 51.8 11.3 i.6
§ 4,000 - 5 4,999 90,4358 2.82 824 .8 2,452.4 1,635.0 63.2 LY 9.2 6.1
§ 5,000 - § 5,999 95,948.9 1.60 292.5 869.7 579.8 22.4 14,9 3.3 4.2
5 6,000 -~ § 6,999 102,299.5 5.04 1,474.2 4,383.3 2,922.2 112.9 75.3 16,4 11.¢0
% 7,000 - § 7,999 B6,863.7 5.1% 1,497.6 4,452.9 2,968.6 114.7 76.5 16,7 11.1
$ 8,000 - & 8,999 83,433.9 3.94 1,152.4 3,436.6 1,284.4 88.3 58.9 12.9 8.6
$ 9,000 - 3 9,999 64,393.7 3.42 941.8 2,800.4 1,867.0 72.1 48.1 10,5 7.0
BI0,000 - $14,999 179,990.5 11.84 3,463.2 10,297.2 6,664.8 265.2 176.9 8.6 25.8
$15,000 and over 160,025.9 59.26 17,333.6 51,538.4 34,359.0 1,327.4 885.3 193.4 128.9
Toral®/ 1,035,039.0 100.00 29,256.0 86,970.0 57,980.0 2,240.0 1,494.0 3260 218.0
a/ Yource: Table 19, i/ 2ero forward shifting.
L/ Individual entries of columns 3 through 17 are the result of applying g/ Each entry in this column is 2/3 of the corresponding entry of the
the percent of column 2 to the respective column totals. previous column so as to allow for 1/3 forward shifting., See
¢/ See text, Chapter 2, page 23. text, Chapter 2, pages 23 and 24.
df See text, Chapter 2, page 23. w Hourge: Table 30.

g/ Columns may not sum to total due to rounding.
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Income After Deduction Of Federal Taxes Paid

Table 13

(Thousands of Dollars)

(1) {2 (3% {4} {5}

income Hrackets 5.6.1.8/ Federal Taxes Paidl/ A.G.I, Minus Federal Taxes Paid
Conservative Extensive Congervative Extensive

Shifting Shifting Shifting Shifting
Asgumption Agsumption Aggumption Assumption

{3y = i2) {1y - {3)
Under § 2,000 39,464.0 7,088.3 9,387.9 32,375.7 30,076.1
§ 2,000 - & 2,999 48,237.9 8,207.3 9,688,2 40,030.6 38,549.7
§ 3,000 ~ 5 3,999 83,946.4 13,707.9 15,929.3 70,238.5 68,017.1
§ 4,000 - § 4,999 90,435.8 15,097.6 17,503.4 75,338.2 72,932.4
§ 5,000 -~ 5 5,999 95,948.9 14,894.2 17,361.5 81,054.7 78,587 .4
$ 6,000 - § 6,999 102,299.5 16,339.5 16,885.0 85,960.0 83,414.5
$ 7,000 - 3 7,999 B&,863.7 14,110.3 16,261.8 72,753.4 70,601.9
% B,000 -« 5 8,999 83,433.9 13,358.9 15,186.3 F6,075.9 68,247.6
$ 9,000 - § 9,999 £4,393.7 10,371.2 11,888.4 54,022.5 52,505.3
$10,000 -~ 514,999 179,990.5 34,811.6 40,405.6 145,178.9 139,584.9
315,000 and over 160,025.0 44,8462 48,277.5 115,178.8 111,747.5%
Totals/ 1,035,039.0 192,833.0 220,775.0 2842,206.0 B814,264.0

a/ Bource: Table 19.

b Sgurce:

Table 54, columns 7 and 8.

¢/ Columns may not sum to total due to rounding.
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Table 14

Income Distribution Based on State Income Tax Data

Resident Returns

(1) (2) (3) (4)

Income Number of Adjusted Proportion Proportion
Brackets Returns Gross Income of Returns of A,G.X.
{(Dollars) (Percent) (Percent)

Undexr $ 1,000 28,810 13,553,366 14,93 1.44
$ 1,000 ~ $ 1,999 18,104 25,910,550 9.38 2.50
$ 2,000 - § 2,999 19,159 48,237,877 9.93 4,65
$ 3,000 ~«§ 3,999 23,853 83,946,358 12.36 8.10
$ 4,000 - $ 4,999 20,137 90,435,808 10.43 8.73
$ 5,000 - § 5,999 17,457 95,948,886 9.04 9.26
$ 6,000 - $ 7,999 27,472 189,163,203 14,23 18.25
$ 8,000 - 5 9,998 16,604 147,827,607 8.60 14,26
$10,000 - $14,99% 15,145 179,989,917 7.85 17.37
$15,000 and over 6,274 160,025,593 3.25 15.44
Total 193,015 1,035,039,1658 100.00 100.00

Data Source: State of Hawali Department of Taxation, Hawaii Income
Patterns - 1960 Individuals, Table 1.

Note: See text, Chapter 2.
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Table 15

Income Distribution Based on State Income Tax Data

Nonresident Returns

(1) (2) (3) (4)

Income Number of Adjusted Proportion Proportion
Brackets Returns Gross Income of Returns of A,G,I,
{Dollars) (Percent) {(Percent)

Under $ 1,000 1,168 457,104 30.77 5.78
$ 1,000 -~ % 1,999 931 1,394,361 24 .53 12,37
$ 2,000 - 8 2,999 595 1,335,800 15.67 11.85
$ 3,000 -~ $ 3,999 309 962,594 8.14 8.54
$ 4,000 - § 4,999 269 1,222,630 7.09 10.84
$ 5,000 - $ 5,999 154 709,268 4.06 6.29
$ 6,000 - 8 7,999 157 1,160,755 4.14 10.30
$ 8,000 - % 9,999 62 513,091 1.63 4,55
$10,000 - 514,999 86 1,022,901 2.26 9.07
$15,000 and over 65 2,299,904 1.71 20.41
Total 3,796 11,272,526 100.00 100.00

Data Source: State of Hawail Department of Taxation, Hawali Income
Patterns - 1960 Individuals, Table 7.

Note: See text, Chapter 2.
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Table 18

income Distribution Based On Federal Income Tax Data

(1} (23 (3) (4) (53 (6} (7 (8)
Rumber of Adjusted Gross Newber of Tax~  Adjusted Gross Inmcome  Proportion of Proportion of
Income Taxable income on Proportion of Proportion able and Nontax~ on Taxable and Non-  Taxable and Nom- Taxable and Non-
Bracketls Returns®/ Taxable Returns Taxable Returns of A.G.E. able Returangd taxable Returns taxable Returns  taxable A.G.I.
(Thousands {Thousands
of Dollars) {Percent) {Pevcent) of Dollars) {Percent} {Percent}

bader § 1,000 9,397 8,149 4.89 71 30,9758/ 14,9278/ 13.3 1.2
¥ 1,000 - % 1,999 23,026 33,139 11.73 2,89 29,361 42,505 12.6 3.6
§ 2,000 - 5 2,999 21,778 52,955 11.09 4.61 26,019 63,222 11.2 5.3
§ 3,000 - § 3,999 26,375 91,891 13.44 8.00 30,749 106,732 13.2 9.0
§ 64,000 - § 4,999 22,570 101,162 11.50 8.81 23,3048/ 104,006/ 10.0 8.7
$ 5,000 - 5 5,999 22,204 120,295 11,32 10.47 ZZ,QZLE/ 121,50651 9.6 16.2
$ 6,000 - § 6,999 17,306 112,456 .82 9.79 17,5238/ 113,66787 7.5 9.5
$ 7,000 - 5 7,999 11,727 87,236 5.98 7.60 11,727 87,236 5.0 7.3
§ 8,000 - § B,999 11,707 98,867 5.97 8.6L 11,702 98,867 5,0 8.3
§ 9,000 - § 9,599 8,008 76,512 4£.08 6.66 8,008 76,512 3.4 6.4
10,000 - $14,999 15,525 182,317 7.92 15.87 15,525 182,317 6.6 15.3
513,000 - $24,999 4,203 17,106 2.14 6.71 £,203 77,106 1.7 .5
$25,000 and over 2,201 106,444 1.12 9,27 2,201 106,444 .9 .9
Totard!  196,2278/ 1,148,529 100.00 100.00 233,723 1,195,047 1060 100.2

Dats Source: Internal Revenue Service, Staristics of Income - 1960, Indi-

vidual Income Tax Beturns, Table 17, page 80.

al Mr. Yapp, of the Honolulu Internsl Revenue Service, advised that the

Humber of Returns refer to those Returns filed in Hawsii's 1.R,S.
office,

b/ Number of Families and Unrelated Individuals (from census data) equals

197,467,

&/ TYaxable entries were adjusted to inciude Nontaxable Returns. Hawali's

data in Statistics of Income ~ 1960, Table 17, shows 1854 Nontax-
able Returns unsssigned to income brackets. The 1.5, Average Tax
Return figures (Statistics of Tncome - 1960, Table 13, page 66)
wete vsed to distribute the 1854 Returns. Similarly, the U.S.

average A.G.L. figures were used to distribute the Nontaxable A.G.I.

The estimates are as follows:

Income Brackets

Nontaxable Returns

Nontaxable A.G,I,

Under $1,000
54,000 - 54,999
$5,000 « $5,999
46,000 « $60,999

686
734
217
217

4/ Columns may not sum due to rounding.

Note: Refer

to text, Chapter 2.

{Thousands of Dollars)
1720 (loss)
2844
1211
1211.
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Table 18 (continued)

D-1%

C-17

G~18

Net Income

Net Income

Net Income

Partnership Estates and Trusts All Other Sources
(9a) - (9b) {10a) - (10b) {1la) - (11b)
(Dollars) (Percent) {Dollars) (Parcent) (Dollars) (Percent)
tnder § 1,000 (233,889) - 3,224 .06 (18,925) -
§ 1,000 - $ 1,999 227,308 .84 195,012 3,56 99,603 1.61
& 2,000 - % 2,999 214,981 .80 187,953 3.43 108,012 1.75
5 3,000 - § 3,999 214,762 .80 198,598 3.62 136,906 5.14
$ 4,000 - § 4,999 1,079,834 4.00 ——— —_ 306,104 4.96
$ 5,000 - § 5,999 334,573 1.24 94,530 1.72 361,897 5.87
$ 6,000 - § 7,999 2,764,925 10.25 615,776 11.24 1,179,180 19.11
$ 8,000 - § 9,999 2,311,021 8.57 90,829 1.66 535,461 8.68
$10,000 - $14,999 4,376,209 16.23 328,243 5.99 1,033,177 16.74
$15,000 - $19,999% 2,982,501 11.06 350,702 6.40 397,380 6.44
$20,000 - §24,999 2,557,535 9.48 429,403 7.84 408,803 6.62
$25,000 and over 9,906,508 36.73 2,984,704 54 .48 1,424,127 23.08
Net Total 26,736,262 100.00 5,478,974 100.00 6,151,735 100.00
Gross Total 26,970,151 5,478,974 6,170,660
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Table 19

Socurce Distribution of Income By Income Brackets in Dellars and Percentd/

) (2} (E))] (4) (5} (6) (7} 8) 9 {10) {11) (12}
Group A Group B Group C Group D Group K

Income Bracket AG.1, Wages and Salaries Dividend Canirgl Honcerporate Business Rental Tacome
Dullars Percent Dollars Percent Dollars Percent Dollars Percent Doilars Percent Dollars Percent
Under $ 2,000 39,463,916 1.81 34,870,943 4.08 623,356 2.60 1,879,659 4,50 182,796 1.888/ 1,307,162 §.08
§ 2,000 - § 2,999 48,237,877 4.66 43,082,408 3.04 405,311 1.69 983,139 2.35 3,254,096 3.26 512,923 3,17
3,000 - § 3,999 83,946,358 8.11 77,821,714 9.11 829,389 3.47 1,436,473 3.43 2,947,570 2.95 911,212 5.63
§ 4,000 « § 6,999 90,433,808 8.74 84,362,641 .88 674,069 2.82 1,625,233 2,45 3,871,147 3,88 502,718 3.11
$ 5,000 - $ 5,999 95,948,886 9.27 87,374,506 10.22 242,334 1.00 1,947,279 4.65 5,628,538 5.684 756,209 5,68
§ 6,000 - § 6,999% 102,261,869 9.88 93,040,847  10.8% 1,206,088 5.04 2,328,156 4.97 4,432,765 4.49 1,562,003 9,66
§ 7,000 - § 7,999 86,839,786 8,39 78,431,127 9.18 1,225,232 5.12 2,126,726 &.56 3,889,776 3.84 1,334,009 8.25
§ 8,000 - % 3,99921 83,626,157 8.06 75,184,523 §.80 942,855 3.94 2,136,085 .56 4,403,147 4,46 924,913 5.72
$ 9,000 - § 9,999R/ 64,379,436 6.72 57,584,509 6.74 770,536 3.22 1,728,551 3.69 3,781,178 3.83 764,832 4.73
$10,000 - $14,999 179,990,512 17.39 149,662,506 17.52 2,833,035 11.84 5,819,281 13.91 18,870,425 18.90 2,805,265 17.34
$15,000 and over 166,024,998 15.47 73,058,721 8.55 14,177,035 59.26 21,322,721 5G.95 46,676,404 46.77 4,796,117 29.63
Totalt/ 1,G35,039,165 100.00 854,369,576  100.00 23,930,322  100.00 46,849,192  100.00 98,725,275  100.00 16,169,800  100.00
§ 6,000 « 8 7,999 189,163,203 18.27 171,438,419 20.07 2,432,333 10.16 3,979,398 .51 8,417,953 8.43 2,895,100 17.81
§ B,000 - § 9,999 147,827,607  14.28 132,697,718  15.53 1,713,440 7.16 3,451,009 §.25 8,276,346 B.29 1,689,004  10.45

8/ Complled from data given in Table 1B.
b/ Estimated Dy linear interpolation.

g/ Columns may not sum up £0 given totals due to rounding.

4/ 4 final check of the figures revealed that this figure is about 1% too

kigh. The calculatior was based on a gross dollar amount while the under 1/2 of 1 percentage point.

for details.

See text, Chapter 2, page 20,

assigned about 1% too much of those taxea which are allocated via
Noncorporate Busimess income distribution. This error, however, does
not significantly alter the findings. For example, of the $12,000,000
of tax assigned in the Conservative Shifting Without Adjustment case,
this bracket gets $120,000 too much. The A.G.L, for this bracket is
$40,000,000, and sc the maximum error in the tax rate estimate is well

doilar figure shown is @ net amount (subtracting a loss item for the

under $1,000 group).

This means that the first income bracket gets
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Table 21

Interpolation For Detailed Income Bracket Distributions

Wages and Noncorporate
Ineome Total Salaries Dividend Capital Business Rent
Bracket . B C D E
$6,000 -~ §7,999
a* 10.86 12,17 2.66 4.72 5.70 5.14
b* 9.22 l10.27 2.70 4.32 5.01 4.39
m** 18.27 20.07 10.16 9.51 8.43 17.91
$8,000 - $9,999
ax 7.41 8.16 2.62 3.77 4.45 4.07
b* 5.72 6.24 2.14 3.05 3.83 3.36
m** 14.28 15.53 7.16 8.25 8.29 10.45
$6,000 ~ $6,999 9.88 10.89 5.04 4.97 4.49 9.66
$7,000 -~ $7,999 B.39 9.18 5.12 4.54 3.94 8.25
$§8,000 -~ $8,999 8.06 8.80 3.94 4.56 4.46 5.72
$9,000 ~ $9,999 6.22 6.74 3.22 3.69 3.83 4.73
* 2ource: Internal Revenue Service, Statistics of Income = 1960, Individual Returns,
Table 3. Refer to our Table 23.
** Source: State of Hawaii Department of Taxation, Patterns of Income - 1960, Individuals,
Table 12. Refer to our Table 19.
Notes Releor to text, Chapter 2. padge 19.
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Table 22 (continued)

9 (10) (113 (12) (13) (14} (15) €16)
Sale of Sale of Prop. Pensions

A.G.I. Partnership Cap. Assets Other Than snd Annuities

income Bracket {Net) (Net) Cap, Assels {(Net)
{bollars) (Percent) {Dollars) (Percent) (Dcilars) {Percent) (Dellars) (Percent}
Under § 1,000 (211,907) -—- 210,912 3.97 (49,424) - 33,416 2.06
$ 1,000 - § 1,499 116,342 1.26 116,234 2.20 (9,227) ——— 195,415 12.09
§ 2,000 - § 2,999 147,279 1.61 168,368 3.18 {3,480) - 306,470 18.95
$ 3,000 - § 3,999 304,056 3.31 156,064 2.94 (4,834) —— 230,192 1424
§ 4,000 - § 4,999 370,798 FARTA 137,860 2.60 (844 ) - 163,965 10,14
§ 3,000 - § 5,999 409,813 4,47 134,334 2,54 (2,345) - 124,168 7.68
§ 6,000 -~ § 7,999 Thi, 246 B.09 268,505 5.06 {z,858) ——— 179,844 10.69
$ 8,000 - § 9,999 664,893 7.25 253,204 §.78 (1,761) . 107,729 6.67
§10,000 - $14,999 1,287,456 14,03 492,514 9.26 (2,868) - 114,446 7.07
$15,000 - $19,999 1,026,456 11.18 335,416 §.33 (1,112} ——- 50,386 3.12
$20,000 - $24,999 771,477 8.41 241,035 4,54 2,562 100,00 31,695 1.96
525,000 and over 3,336,317 36.35 2,785,124 52.56 (6,518) ~e- 86,232 5.33
Net ZTotal 8,966,046 100.00 5,299,575 100.00 (82,7093 ——- 1,616,958 100.00

Grose Total 9,177,053 2,562

§ 6,000 - § 6,999 172,325 4.06 122,963 2.32 (1,445) - 110,559 6.84
§ 7,000 - § 7,999 369,841 4.03 145,561 2.74 (1,613 - 62,285 3.85
§ 8,000 « § 8,599 358,010 3.90 135,279 2.56 (1,573) - 69,021 4.27

% 9,000 - § 9,999 306,883 3.35 117,925 2.22 (188) - 38,708 2.40
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Table 22 (continged)

17y (18 (19> (20) (21) (22) (23} (24) (25)
Estates Net Operation
ALG.I. Rents Royalties and Trusts Other Loss Deduction
Income Bracket (ery (et) {Net) Sources _ -l65,634
(Dellars) (Percent) {Dollars) (Percent) (Dollars) (Percent} {Dollars) (Percent)
Under § 1,000 85,708 3.14 4,334 5T (5480) - {92292) A
$ 1,000 - § 1,999 286,354 16,50 20,330 3,48 18,945 2.96 172,590 7.18
§ 7,000 - § 2,999 254,911 9.34 27,819 4,76 26,649 4,17 197,273 8.21
$ 3,000 - § 3,999 216,297 7.43 23,117 3.96 27,796 4.34 212,505 8.85
§ 6,000 - § 4,999 165,323 6.06 18,265 3.13 29,093 4. 54 211,103 B.79
£ 05,000 - § 5,999 128,406 4,71 23,353 4.00 26,1331 4.12 163,441 6.81
§ 6,000 - § 7,999 270,868 9.93 4 BT7 7.68 48,185 7.55 280,244 11.67
5 8,000 - § 9,999 197,750 7,25 48,469 8.29 31,547 4.92 193,953 8,08
$10,000 - §14,999 323,239 11.85 63,907 10.94 85,279 13.31 266,153 11.08
515,000 - $19,999 193,638 7.10 43,314 7.41 59,871 9.35 151,655 6.32
$20,000 - $24,999 135,700 4.97 32,154 5.50 48,038 7.50 117,600 4,90
§25,000 and over 469,377 17.22 235,261 40.28 238,558 37.24 534,432 18.1%
Nek Toral 2,727,661 100,060 584,200 100.00 635,082 100.00 2,308,657 100.00
Gross Total 640G, 542 2,400,949
5,621, Classes
§ 6,000 - 3 6,999 149,424 5.48 20,958 3.59 23,148 3.6t 143,842 5.99
§ 7,000 - § 7,999 121,464 4,45 23,919 45.09 25,237 3.94 136,402 5.68
$ 8,000 - 5 8,999 107,521 3.94 27,426 4.69 20,255 3.16 92,936 3,87
§ 9,000 « § 9,999 90,229 3.31 21,043 3.60 11,292 1.76 101,017 4.21
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Tabie 29

Taxes Assigned To Corporate Profits

(Thousands of Dollars)

(1) (2) (3} {4) (3) {6}
Income Corporate Income Taxi/ Excise Tax2/ ggﬁﬁ_gggg/
Brackets Conservative Extensive Conservative Extensive Conservative Extensive
Shifting Shifting Shifting Shifting Shifting Shifting
Assumption Assumption Asgumption Assumption Assumption Assumpt ion
Under $§ 2,000 131.8 B7.9 501.4 98.6 14.1 9.4
$ 2,000 -~ § 2,999 853.6 57.1% 32%.7 64.0 9.2 6.1
& 3,000 ~ § 3,999 175.8 117.3 669.1 131.5 18.9 12.6
% 4,000 - § 4,999 142.9 a5.3 543.% 106.8 15.3 10.2
$ 2,000 « § 5,999 50.7 33.8 192.8 37.9 5.4 3.6
$ 6,000 - 5 6,999 255.4 170.4 971.8 191.0 27.4 18.3
& 7,000 ~ § 7,999 259.5 173.0 987.2 194.0 27.8 18.6
$ 8,000 ~ % 8,999 199.7 133.2 159.6 149.3 21.4 14.3
§ 9,000 - § 9,999 163.2 108.8 020.8 122.0 17.5 11.7
$10,000 - $14,999 60a.0 400.2 2282.9 448.7 64.4 43.0
515,000 and over 3003.3 2003.0 11426.4 2245.9 322.4 215.1
Total 5068.0 3380.0 1g9282.0 3790.¢ 544 .0 363.0
&/ Bource: fTotal for Conservative case given in Table 1; total
for Extensive case 18 2/3 of Conservative case
(unshifted portion). These totals are allocated
to the income brackets by the Dividend Distribu-
tion Pattern (See Table 19).
b/ Source: Table 35.
¢/ Source: fTotal for Conservative case given in Table 1;

total for Extensive case is 2/3 of Conservative

case.
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Tabhle 29 (continued)

(7} {8) (9} (10} {11} (123
income Fuel Taxd/ & &  public utiliryE/ Property Taxd/ Total
Brackets Congervative Conservative Conservative Extensive Conservative Extensive
Shifting Shifting Shifting Shifting Shifting Shifting
Assumption Assumption Assumption Assumption Assumption Asgumption
(1) + (3) + (5) + (2) + {4) + (&)
{7y + (9) + (11} + (1p)y o+ (12)
Under § 2,000 203.2 51.8 188.0 41.4 1090.3 237.3
§ 2,000 - 5 2,999 132.1 33.7 122.2 26.9 708.5 154.1
$ 3,000 ~ § 3,999 271.1 69.2 250.9 55.3 1455.0 316.7
$ 4,000 - $ 4,999 220.5 56.2 203.9 45.0 1182.3 257.3
§ 5,000 - § 5,899 78,2 20.0 72.3 15.9 419.4 9.2
§ 6,000 - 5 6,999 394.0 100.4 364.4 80.3 2113.4 460.0
§ 7,000 - § 7,999 400.2 102.0 370.2 8l.6 2146.9 467.2
% 8,000 -~ § 8,999 367.9 8.6 284.9 62.8 le52.1 359.6
509,000 - § 9,999 251.7 64.2 232.8 51.3 i3s50.2 293.8
$1G,000 -~ § 14,999 925.4 236.0 856.2 188.7 4964 .9 1080.6
$15,000 and over 4631.7 1i81.6 4285.1 944 .6 24850.5 5408.6
Total 7Bl .G 1994.0 723L.0 1594.0 41935.0 9127.0

4/ Bee Table 45 and text, Chapter 6, regarding Fuel Tax.

&/ Zero dollars for Extensive Shifting case.
£/ seukce:

4/ Source:

Table 46.

Totals given in Table 38,

For 196G, taxable Corporate Income was $73,500,000 and
$26,500,000 for Domestic and Foreign Corporations,
respectively, i.e.,; 73.5% and 26.5% of taxable income,
respectively. Thus, 26.5% of Corporate Income accrue to
foreign owners (not adjusting for Hawaiian ownership
other than Domestic Corporations operating in Hawaili).
Furthermore, it has peen estimated that 40% of dividends
distributed by Domestic Corporations flow cut to non-
resident shareholders. Consequently, 40% of taxable
Corporate Income c¢an be said to accrue to nonresidents,

f.e., (.40)(.735) = 294 ox 29.4%. Therefore, the sum
of 26.4 and 29 _4% or 55.8% represents Total Capital
Outflow. In other words, 44.2% represents that portion
which remains in Hawaii. An exception to this are
Local Banks and Public Utilities. Here, all institu-
tions are considered Domestic and Capital Qutflow is
only in the form of Dividend Outflow (40%). Thus,

60% remains in Hawaii.

Refer to text, Chapter 6.
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Table 31

Taxes Assigned To Corporate Profits Afrer
Federal Corporate Income Tax Cffset Adjustment

{Thousands of Dollars)

18] (2) (3 (4) (5} (6) &) (8) (9) (10}
Income Brackets Corporate lncumé Excise Bank Fuel Fublic Utility Pyroperty
Conservative Extensive Comservative BExtensive Conservative Extensive Conservative  Conservative Conservative Extensive
Shifting Shifting Shifting Shifting Shifting Shifting Shifting Shifting Shifting Shifting
Asgumption Assumption Assumption  Assumption Assumption Assumption Assumptiuuif Assumptionﬂf Assumption Agsumption
Under § 2,000 65.9 44,0 250.7 45.3 7.0 4.7 101.6 25.9 894.0 26.7
§ 2,000 - § 2,999 42.8 28.6 162.8 32.6 4.5 3.0 66 .03 16.8 61.1 13 .4
§ 3,000 - % 3,999 87.% 58.6 334.6 65.8 9.5 6.3 135.6 34.6 125.4 27.6
§ 4,000 - § 4,999 11.4 47.6 271.8 53.4 7.7 5.1 116.2 28.1 102.0 22.5
§ 5,000 - § 5,999 25.4 16.9 6.4 19.0 2.4 1.8 39.1 10.0 36.2 8.9
$ 6,000 - § 6,999 127.7 83.2 485.9 95.5 13.7 9.2 147.0 50.2 182.2 40.2
§ 7,000 - § 7,999 149.8 86.3 493.6 97.G 13.9 9.3 200.1 51.0 185.1 40.8
§ 8,000 - § 8,999 99.8 66,6 379.8 it 1G.7 7.2 154.0 39.3 142.4 3l.4
& 9,000 - § 9,999 8i.6 3G .4 310.4 61.0 8.8 5.8 125.8 32.1 116.4 25.6
$10,000 « $14,999 300.0 200.1 1141.4 224 .4 32.2 21.5 462.7 118.90 428.1 94 .4
$15,000 and over 1501.6 1601.5 5713.2 1123.0 161.2 107.5 2315.8 590.8 2142.6 472.3
Totsil/ 2534.0 1690¢.G 9641.0 1895.0 72,0 181.0 3%08.0 997.0 3616.0 197.0

#f Zero dollars assigned to Corporatioms under Extensive Shifting Assumption,

b/ Columns may not sum to totals due to rounding,

Rote; Each entry in this Table is obtained by multiplying the correspond-
ing entries in Table 29 by .50. This represents the application of
a uniform Federal Corporate income tax rate of 50% to the deduction

of State and Local tax payments for the calculstion of Corporate
taxable Income.
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Excise Tax:

Tabie 33

Estimation Of Dollar Amounts For Assignment

To Income Brackets By Sources And Use Of Income

13) (27 3 (4) (3)
Sales to Federal
Visitor Expenditures: Sales to Federal Government:
Excise Tax Component Tax Based/ Vigitor Expendituresb/ Proportion of Tax Pase Government Proportion of Tax Base
{Thousands of Dollars) (Thousands of Dollars) (2) 2 (1) (Thousands of Dollars) &) 7 (L)
Retailing 792,348 75,980 096 ————
Services 185,036 16,3%0 091 e ——

Hetailing Plus Services 977,384 92,870 09 e, —————
Theater 22,110 R — ———— i ——
Retailing Plus Services

Flus Theater 999,494 92,870 093 e -
Consumption (Mfg.) 39,416 e m———— o B
Rentals 162,080 30,130 212 el e
Contracting 231,859 - .65 34,779 L 150
Sugar 100,395 ————— w—— ———
Fineapple 102,071 —————— ———— e -
Interest 4,807 eeaen ———— e P
Commigsions 43,073 i w—— ————
Public Utilities -

Airlineg 12,695 8,000 .630 -
Manufacouring 37,877 me- ——— ——
Wholesaling

(including Compensation) 364,295 eaaen B PR

A11 OthersS/

Not enteredﬂ/

af  Source:

Robert M. Kamins, Hawaii Genpral Excise Tax; Legislatiue

Reference Bureau Report, University of Hawaii, 1963,

b/ See Table 34.

&/ TInsurance Solicitors, Producing, Blind, Interned, Service and Others,
as listed by Director of Taxationm in Statistical Report.

4/ Tax collection data entered, Table 37 unadjusted.

See text, Chapter 6.
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Table 33 {comrtinued)

(6} o (8) (%) (e
Assumptions of Shift to Consumers
Tax Base: Fixed Conservative Extensive
Excise Tax Component Proportion of Net to Gross Shifting Assumption Shifting Assumption Shifting Assumption Tax Cellectionsgj
(0 - (3 - (5 (Thousands of Dollars)

Retalling .904 100% - e 29,584
Services .909 100% - meeen 6,663
Betailing Plus Services L905 100% -— rmmes 36,247
Theater ~—— am— e, 164
Retailing Plus Services

Flus Thesater .907 100% R 37,011
Congumption {(Mfg.) —— ——— —e e 1,568
Rentals L788 e 0% .B35% 5,333
Contracting L 185 e 0% L 753% 9,363
Sugar v 0% - e 1,969
Pineapple o Exported - —— 2,234
lnterest : ——— ——— 0% 106,060 %4 5216
Commisgions  eeees w—— 0% 100.00 % 1,549
Public Urilities ~

Airlines L370 100% .- e G4
Manufacturing R 0% -— e 1,455
Wholesaling

{inciuding Compensation) ———— ——— 0% eeees 2,876
411 Otherse/ ———- - . 1,370

65,837

e/ Bource: State of Hawaii, Director of Taxation, Statistical Report (mimeographed). Entries have been rounded to nearest thousands.
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Table 33 {continued)

(11) (12) {13} (14} (15)
Excise Tax to be Allocated to
Excise Tax Component For Extensive Shifting Assumption Income Brackets by ise of I[ncome
Congervative Extensive
Wholesaling Imputation All Other Tmpubkations Total Shifting Assumption Shifting Assumption

(Thousands of Dollars)

{Thousands of Dollsrs)

{Thousands of Dollars)

{Thousands of Dollars)

(16} + (L1} + {12} {6) X (10} (6) X (13) or (9) X (13)
Rerailing ... el 29,584 26,743.9 26,7439
Services  _LLi. el 6,663 6,056.7 6,056.7
Retailing Plus Services 1,662 1,370 39,279 32,803.5 35,%47.5
Fheater ... L. Th&  memedmmw e
Ketailing Plus Services

Pius Theater ... Ll 40,043 33,568.9 36,319.0
Consumption (Mfg.}  eceew e 1,58 e e
Rentels L. 5,333 e Gy453.1
Contracting 596 eeea 4,959 e 7,4499.1
Bugar ... L 1,96% e 7,499.1
Pinespple ... . 2,236 mmmeacee e
Iaterest L. 576 seeienaw 576
Commissions ... el 1,549  emmeeae- 1,549,
Public Utilities -

Alrlines L. . 444 164.3 164.3
Manufacturing 206 (Mo Shift) 0 —e-es 1,455  emeieee e
Wnolesaling

(incliuding Compensation) — emew— . 0 -

A1l otherss/

1,370
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Table 34

Visitor Expenditures

Caleulations For Adjustment To Excise Tax

(1) 2 3
Expenditure Type Percent of Total Expenditured/ Dollar Amountsd/ Relevant Excise Tax Component
T ——— {including Inter-Island AT {Thousands of
Travel) Dollars)
Lodging 23 30,130 Rentals
Food, Entertainment, Beverages 3] 40,610 Retail
Merchandise (Glething, Gifts, Souvenirs) 24 31,440 Retail
Trangportation 8 10,480 Sexrvice®
Photography 3 3,930 Retail
Personal Care 1 1,310 Services
Tour and Others 10 13,100 Services
Total 100b/ 131,000

Visitor Expenditure {}roupings-‘ﬂ

{Thousands of Dollars)

(&) 5) (6} (7} (8}
Bxpenditure Type Retailing Rentals Services Public ptilities - Airlines Total
Lodging - 30,130 - - 30,130
Food, Entertsinment, Beverages 40,610 - - --- 40,610
Merchandise (Clothing, Gifts, Souvenirs) 31,440 - e - 31,440
Trangportation - — 2,480 8,0002/ 10,480
Photography 3,930 _——— ——— ——— 3,930
Personal Csre - - 1,310 - 1,310
Tour and Othexs - m— 13,100 - 13,100
Total 75,980 30,130 16,840 8,000 131,000
af Bgurge: Mr. M, Ono, "Survey of Visitor Expenditures", Ecomomic Research Visitor Expenditures, e.g.:
Center, Universgity of Hawaii, 1962. Visitor Retail Expenditures _ _75980 _ 096
b/ Batimated total = $131,000,000. This figure times the relevant per cent Retailing Excise Tax Base 792342
in Column 1, yields the dollar smounts. g/ 8 = nonalr travel.
g/ Inter-Island Adir Pravel 1s assigned to Public Utilities - airlines com- b = inter-island airiine travel.

ponent of Excise Tax.

c = &ll nontravel visitor expenditures.

From data: a+ b a =
4/ These dollar amounts are each expressed as a per cent of the relevant tax A+t bt o -08, ade 02, a4 b+ e = §131,000,000
base component in Appendix Table 33, Column 3, and then this " 8
per cent of the tax collection is deducted as the adjustment for Therefore b = g%-c -a= ag-c - 3% ¢ = .92 (131) (55 - z%) =

58,000,000 (approximate}.
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Table 35

Excise Tax
Assigned To Corporate Profirsd/

(Thousands of Dollars)

1) (2) 3 (4) {(5) (6) (7)
Income bividends
Brackets Received Kentalhj Connractingh/ Interesth/ Gommissionh/ Sugar Manufacturing
Percent Congervative Conservative Conservative Conservative Fixed Fixed
In Shifting Shifting Shifeing Shifting Shifting Shifting
Decimals Assumption Assumption Assumption Assumption Asgumption Agsumption
Under § 2,000 2,60 69.3 258.9 15.0 20.2 36.6 21.6
§ 2,000 - § 2,999 1.69 45.0 168.3 9.7 13.1 36.8 la.0
§ 3,000 - § 3,999 3.47 2.5 345.6 20.0 26.9 75.5 8.8
§ 4,000 - § 4,999 .82 75.2 280.8 16.2 21.8 61.3 23.4
§ 5,000 - § 5,999 i.00 26.6 99.6 5.8 7.8 21.8 8.3
5 6,000 - 5 6,999 3.04 134.4 50L.9 25.0 39.1 109.6 41.9
§ 7,000 - § 7,999 5.12 136.5 509.9 29.5 39.7 1114 42.5
$ 8,000 - § 8,999 3.94 105.0 392.4 22.7 30.5 85.7 32.7
§ 9,000 - § 9,999 3.22 85.8 320.7 18.5 25.0 70.0 26.8
$10,000 - §14,999 11.84 315.6 1179.1- 68.2 91.8 257.5 98.4
515,000 and over 59.28 1579.9 5901.7 341.3 459.3 1288.9 492.4
Total 100.00 2666.0 9959.0 576.0 775.0 2175.0 831.0

&/ The total dollar amounts for each relevant Excise Tax component were allocated to the Income Brackets via the Dividend Pistribution Patterm, Column .

b/ Zero dellars in the Extensive Shifting Assumption case due to 100% forward shifting.
Note: BSee text, Chapter 6.



$8T1

Table 35 {continued)

(8) (9 (10} (1L) (12)
All Othersh/ Wholesaling Imputationb/ Consumption (As Manufacturing) Total Total
Conservative Congervative Fixed Conservative Extensive
Income Shifting Shifting Shifting Shifeing Shifting
Brackets Assumption Assumption ' Agsumption Assumption Assumption
(2) + (3) + (4) + &) + (D
(5) + (8) + (1) + + (10)
8) + (9 + (10)
Under $ 2,000 17.8 21.6 20.4 501.4 98.6
$ 2,000 -« & 2,999 1.6 4.0 13.2 325.7 64.0
§ 3,000 - § 3,999 23,8 28.8 7.2 669.1 131L.5
$ 4,000 - § 4,999 9.3 23.4 22.1 543.5 106.8
§ %,000 - § 5,999 6,8 8.3 7.8 192.8 37.9
$ 6,000 - 5 6,999 34.5 41.9 39.5 §71.8 191.0
§ 7,000 - § 7,999 a5 42.5 40.1 987.2 194.0 -
¥ B,000 - § 8,999 27.0 32.7 30.9 759.6 14%.3
§ 9,000 - § 9,999 22.0 26.8 25.2 620.8 122,90
$10,000 - $14,999 Bi.,i 98.4 92.8 2282.9 448.7
515,000 and over 405.9 492.4 464 .6 11426.4 2245.9
Total 685.0 831.¢ 784.0 19281.2 3790.0
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Table 36

Excise Tax Assigned To Income Sources
Qther Than Corporaste Profits

{411 in Thousands of Dollars)

(13

2

(3> (4) (5) (6} (n (8} & (o) (115
Rental Noncorporate Consumption
Income Income Huginess Income Contrack- Comnis~ Manufac~ A11 Whale~ (As Manufac-
Bracket Distribuciond/ Rentall/ Distributiont/ ingd/ & e/  sionsg/ turipgg/ Otrherg/ salinge/ turing) Total fotal
Consexrva- Conserva- Congerva~ Conserva- Conserva-
tive tive Fixed tive tive tive
Shifting Extensive Shifting Shifting Shifting Shifring TFixed Shifting Extensive
Assump- Shifring ABSUDp ~ Assump~  Assump- Assump - Shifting Asgump- Shifting
{(Fercent) tion {Percent) Agsumption tion tion tion cion Assumption tion Assumption
Sum (2} + Sum (6) +
(5) + (7) (9)
+ (9}
Under $ 2,000 8.08 215.5 1.88 $0 4.6 15.6 12.9 15.6 4.7 3.4 38.3
$ 2,000 - § 2,999 3.17 84.5 3.26 25.2 27.0 22.3 27.1 25.6 127.2 52.6
& 3,000 - § 3,999 5.63 150.2 2.95 22.8 24.5 20.2 24.5 23.1 115.1 47.6
$ 4,000 - % 4,999 311 §2.9 3.88 30.0 32.2 26.6 32.2 36.4 151.4 62.6
§ 5,000 - § 5,999 4.68 124.8 5.64 43,6 46.8 38.6 46.9 44,2 220.1 91.0
$ 6,000 - § 6,999 9.66 257.6 4.49 34.8 31.3 30.8 37.3 35.2 175.4 72.5
$ 7,000 - § 7,999 8.25 2206.0 3.94 30.5 32.7 27.0 32.7 30.9 153.8 63.6
4 B,00606 - § 8,949 5.12 152.6 4. 4B 145 37.0 30.6 37.1 35.0 174.,2 72.0
9,000 - § 9,999 4.73 126.1 3.83 29.6 31.8 26.2 31.8 36.0 1494 61.8
§10,000 - §14,99¢ 17.34 462 .4 18.90 1563 156.9 129.5 157.0 148.2 737.9 305.1
$15,000 and over 29.63 7990.2 46.77 362.0 388.2 320.4 388.6 366.7 1825.9 754.9
Total 100.90 2667.0 100.00 774.0 83G.0 '685.0 831.06 784.0 3904.0 1614.0
&f  $See Appendiz Table 19, d/ See text, Chaprer 6, page 81, regarding the assumption that Copstruction

L/ Dollar total for Conservetive Shifting (ase allocated via Rental 1 ome

pistribution, column 1, and zero dollar total for Extensive Shift-
ing Case,

cf Used to allocate dollar totals of columns 4, 5, 6, 7, 8 and 9. Sece
Appendix Table 19,

ef

is Levrpeorate activity.

Zero dollars for Extensive S$hifting Assumption,
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Table 37

Excise Tax:
Allocation To income Brackets By Use Of Income

0y (2) (3) Gy (5%
fxpenditure Pattern Series {Percent Distribution)a/
income All Geoods and Services Home Operation, Furniture,
Brackets All Goods and Services Fxcept Housilng and Automoblle Home Operation and Improvement Other Travel
(Percent) {Percent) (Percent) (Percent) {(Percent)
Under § 2,000 8.09 7.75 6.72 12,13 3.79
§ &,000 - § 2,959 §.32 5.01 5.70 6.88 6.09
§ 3,000 - § 3,998 7.98 7.49 8.90 9.06 7.81
% 4,000 - § 4,999 8.63 8.52 9.85 g.08 5.11
§ 5,000 - § 5,999 &.84 B.%0 9.10 9.33 §.22
§ 6,000 - § 6,999 9.09 9.24 10.01 8,09 5.72
§ 7,000 - § 7,999 7.70 7.83 §.11 7.21 S.40
§ 8,000 - § 8,999 6.55 6.67 6.66 6.40 3.03
§ 9,000 - $ 9,999 5.44% 5,53 5,53 5.31 .17
310,000 ~ 514,599 20.05 20,10 19.46 16.92 15.44
$15,000 and over 12.31 12,96 .96 9.59 33.22
Totsl 100.00 160.00 100.00 1GG.00 166,00

af Bource: Appendix Tahle 25.
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{All in Thousands of Dollars)

Table 37 (continued)

(6) 1 (8) (%) (103 (11 (12}
é?g:?zt Retailiqg, Services Public Ucilig}es~~ Excise Tax, (Total) Y / Y of
Bracket and Theate Alrlines Conservative Assumption Contracting Contracting® Reutal Rentai

Sum (6) + (7)

Under $ 2,000 2601.56 6.2 2607.8 505.3 269.6 305.9 156.2
$ 2,000 - § 2,999 1681.8 1¢.0 1641.8 286.6 177.3 173.5 102.7
$ 3,000 -~ $ 3,999 2514.3 12.8 2527.1 377.4 266.0 228.5 154,1
4,000 ~ § 4,999 2860.1 8.4 2868.5 378.2 287.6 229.0 166.6
§ 5,000 - § 5,999 2887.6 13.5 3001.1 388.7 294.6 235.3 170.7
§ 6,000 - § 6,999 3101.8 9.4 3111.2 337.0 303.0 204.0 175.5
§ 7,000 ~ & 7,999 2628.4 B.8 2637.2 300.3 256.6 181.8 148.7
§ B,000 ~ § 8,999 2239.0 8.2 2247.2 266.6 218,3 161.4 126.5
5 9,000 - § 9,999 1856.4 6.8 1863.2 221.2 181.3 133.9 105.0
SEG,000 - $14,999 6747 .4 25.3 6172.7 704.9 668.3 426.7 387.2
$15,000 and over 4350.5 3.5 4405.0 389.6 £16.3 41,8 237.1

Total 33569.0 164.G 33733.0 4166.9 3333.0 2522.0 1931.0
b/ Allocated sccording to columm 2.
&/ Allocated according to column 5,
df Allocated accordiang to column 4,
£/ Allocated accordimg to column 1.
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Table 37 (continued)

(All in Thousande of Dollars)

{13) (14) (15) £16) {17)
Income Wholesaling A1l Other Excise Tax, (Total)
Bracket interestls CommissionsE/ ImEutatiogfl Excise Taﬁe/ Extensive Assumption
Sum

(B8} + (M + (10) +
(1Y + (12 + (13) +
(14) + (15) + (16)

Under § 2,000 38.7 125.3 121.9 160.6 4231.3
§ 4,000 - & 2,999 32.8 82.4 80.2 66.1 2693.4
§ 3,000 - § 3,999 51.3 123.6 120.2 99.2 3947.4
§ 4,000 ~ § 4,999 56.7 133.7 130.0 107.3 4357.6
§ 5,000 - § 5,999 52.4 136.9 133.2 109.9 4522.8
§ 6,000 - § 6,999 57.6 140.8 137.0 113.0 4579.1
$ 7,000 ~ § 7,999 46.7 119.3 116.0 95.7 3502.3
$ 8,000 - § 8,999 38.4 101.4 98.7 81.4 3339.9
§ 9,000 - § 9,999 31.8 84,3 82.0 67.6 2770.3
$10,000 - $14,999% 112.1 310.6 302.2 249.2 9933.9
§15,000 and over 57.4 190.7 185.5 153.0 6281.0

Total 576.0 1549.0 1507.0 1243.0 50560.0

£/ Allecated according to column 3.
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Table 38

Property Tax: Allccation To Property Use And Assignment
To Bource And Use Of Income Categories

(Thousands of Dollars)

Conservative Shifting Assumption Extensive Shifting Assumption
Income Sources Income Use Income Scurces Income Uses
Corporate Rental Noncorporate Estates And Corporate Noncorperate Estates And 411 Goods
Profits income Business Trusts Housing Profits RBusiness Trusts Housing And Services Food
Home Owner (FxSy) e ——— i R 7698 ———— - ——— 7698 P wanm
Home Renter (Fx83) 1862 1802 - - e ——— - - 1605 E— e
Apprtment or Hotel
Renter (FxS3) 1186 1186 ——— s ———— —— - —— 18688/ c——- ——
Commercial and
tndustrial {FxS4) 2492 - 2492 - —— R - ——— ——— 4983 ———
Sugar (Fx85) 1434 ——— “——- - “ee- 1434 - ——— [ ———— -
Ranch (Fx8q} 157 ———- 157 —— R ———— - o _— ———— 314
Conservation (Fx§g) 166G e 37 853 ———— 160 17 853 ——— —em ——-
Sub-Total 7231 2988 2686 853 7698 1594 37 853 13171 4983 314

Total -~ 21,456

Total - 2145587

&/ Bxcluding Visitor Sales of §502,000.

b/ Including Visitor Sales of $502,000.

Note: F =-§-= Average Property Tax rate.
T = Statewlde total Property Tax revenue
A = Statewide total of all classifications of land and buildings

assessed valuation net of exemptions.

5 = Various classifications for the purpose of this study. For
definitions, see text, Chapter 6, page B7. For dollar
figures, see Table 40.
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Table 39

Property Tax: Allcocation To Income Brackets
By Property Use And By Source And Use Cf Inpcome

{Thousands of Dgllars)

n {2)

{3)

(4} (5} (6) (73

Income HOME - H 8] U 5 I N G

Brackets OWNER Home Renter Apartment Or Hotel Renter
Conservative Extensive Conservative Extensive
shifting Assumption®/ Shifting Shifting Assumptiond/ Shifting

Agsumpt ion assum%tionh/
xS Px5,(.5) FxS.{.5) xS FxS, (.5) Fx5.(.5) xS, {.788}

L 2 2 2 3 3 3
Under $ 2,000 933.8 46.9 145.7 437.2 30.8 95,8 226.6
& 2,000 - § 2,999 529.6 30.5 57.1 247.9 20.0 a7.5 128.6
% 3,000 - § 3,999 697.5 62.5 101.5 326.6 41.2 66.7 169.2
$ 4,000 - § 4,999 693.0 50.9 56.0 327.3 33.5 36.9 169.6
$ 5,000 - 5 5,999 718.3 18.1 B4.3 336.4 11.9 55.5 174.2
§ 6,000 - 5 6,999 622.7 90.8 i14.1 291.6 59.8 114.5% 15L1.2
F 7,000 - & 7,999 555.0 92.3 148.6 259.8 60.7 97.8 134.8
¥ 8,000 - $ 8,999 492.7 71.0 103.0 230.7 46,7 67.8 119.6
5 9,000 - § 9,999 408.8 58.0 85.2 191.4 38.2 56.0 99.2
510,000 « 514,999 1302.5 213.4 312.5 609.9 140.4 205.4 ila.1
$1%,000 and over 738.2 1068.1 534.C 345.7 02.7 351.3 179,1
Totais/ 7698.0 180¢2.0 1802.0 3605.0 1186.0 11846.0 1868.0

g/ %ero sghift from Owner to Renter. Note Doliar totals (in thousands of dollars) are from

B/ Une hundred per cent shift to Renter.

¢/ Columns may not sum to totals due to rounding.

Table 38. In thig Table, totals are allocated to the
income brackets using either the Distribution Patterns
for income sources or the Expenditure Patterns for
income uses. Bee text, Chapter 6.
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Table 39 {continued)

(8) (%) (10} {11 {12} (13) (14) {15)
Income COMMERCIAL
Brackets AND A G R I C i 1. y U R A 1-
INDUSTRIAL Sugar Pineapplef/ Ranch
Conservative Extensive Conservative Extensive
Shifting Shifting Shifting Assumption®/ Shifting
Assumptiond/ Assumptiong Assumptiong
3 (. B . . .145) {. .145) (.5 FxS_(.145
xS, ( 5) Fx8, (.5) FxS, Fx8.(.662)  FxS_(.193) FxS_ (.145) (.5) FXSE( ) (.5) pie 5{ ¥
Under $ 2,000 64.7 46.8 410.1 37.2 4.1 3.0 36.8
§ 2,000 - § 2,999 42.1 81.2 264.1 24.2 2.6 5.1 19.8
§ 3,000 - § 3,999 BG. 4 73.5 3986.1 49.7 5.4 4.6 25.4
5 4,000 - & 4,999 70.2 96.7 429.1 40.4 4.4 6.0 26.0
§ 5,000 - § 5,999 24.9 140.5 440.0 14.3 1.5 8.8 30.5
5 6,000 - § 6,999 125.5 111.9 453.9 Tz2.2 7.9 7.0 28.2
% 7,000 - $ 7,999 127.6 98.2 3a3.7 13.4 8.0 6.2 23.7
$ 8,000 - § 8,999 98,2 111.1 325.9 56.5 6.2 7.0 19.9
5 9,000 - 8 9,999 B0O.3 95.5 270.6 46.% 5.1 4.8 16.5
10,000 - $14,999 295.0 47¢.9 9497.6 169.8 18.6 29.6 57.2
815,000 and over 1477.7 1165.3 £11.9 849.5 92.9 T3.3 29.6
Totals/ 2492.0  2492.0 4983.0 1434.0 157.0 157.0 314.0

4/ %Zero forward shift to Consumers.
g/ One hundred per cent forward shift to Consumers.

L/ A total of $417,000 assumed to be “exported via
Export Sales.
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Table 39 (continued)

(18) {17 (18}
Income c O N & E R v A T ¥ 4] N
Brackets Estate and Trusts Corporate Profitsg Nencorporate Business
Fxs6(.812) FxSG(.152} FxSG{.OBEﬁ
Under § 2,000 30.8 4.2 )
$ 2,000 - § 2,999 29.3 2.6 1.2
$ 3,000 -~ § 3,999 3.8 5.5 1.1
5 4,000 -~ § 4,999 — 4.5 1.4
§ 5,000 - § 5,999 14.6 1.5 2.1
5 6,000 -~ § 6,999 45.8 8.0 1.6
7,000 ~ § 7,939 50.1 8.1 1.4
5 8,000 -~ 5 8,999 9.1 6.3 i.e
§ 9,000 - § 9,999 5.1 5.2 1.4
$10,000 - $14,999 51.1 8.9 7.0
S$L5%,000 and over 586.4 94.6 17.5
TotalS/ 853.0 160.0 37.0
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Table 40

Taxable Assessed Value Of Real Property

By Land Use Classes

%
Land and Building in Thousands of Dollars
M_“
Land Use (Classes Oahu Maui Hawaii Kauail Total g Designationhf
Regidential w/ Exemption
Pee w/ Exenmption 552,992 24,728 26,439 14,489
Lease w/ Exemption 173,365 393 1,536 111
Partial Exemption 3,535 1,570 34 106
Total § 729,892 26,691 28,009 14,706 799,298 Sl
Residential w/o Exemption 341,588 12,560 12,822 7,245 374,215 82
BHotel /Apartment 233,778 3,463 4,224 4,656 246,121 83
Commercial 370,148 10,390 15,488 5,986
Industrial 97,407 3,463 8,448 5,987
Total 467,555 13,853 23,936 11,973 517,317 84
Agricultural 77,407 51,950 52,095 23,281 224,733 85
Conservation 77,926 6,927 19,711 4,656 109,220 86
Total 2,270,904 A
a/ Director of Taxation, Annual Report, 1963, b/ Refer to Chapter 6, page 87.
Pages 20 ~ 22.




6T

Table 41

Proportion Of Housing Which Is Owner Occupied
{By Asszessed Value}

(Thousands of Dollars)

Housing
Residential and Oahu State {includes Oahu}
Apartment /Hotel Land Building Total Land Building Total

(1) Rental:
f2) Residential without exemption $215,200 §126,388 % 341,588 § 230,261 $143,954 $ 374,215
(3 Hotel/Rpartment 123,802 109,876 233,718 128,721 117,400 246,121
(4} Rental Sub-Total $339,102 $236,264 $ 575,366 $ 358,982 $261,354 $ 620,336
{5) Nonrental:
(&) Fee with exemption $398,154 $154,838 $ 552,992 $ 433,873 184,775 $ 618,648
{7} Lease with exemption 102,285 71,080 173,365 103,455 71,950 175,405
(&) Partial exemption 1,874 1,661 3,535 2,919 2,326 5,245
(9} Net Nonrental Sub-Total $502,313 $227,579 § 729,892 & 540,247 $259,051 $ 799,298
{10} Exemption e e 148,900 ——— ——— 193,300
{11) Gross Nonrental Sub-Total $ 878,792 % 9%2,598
{12} Total: Rental and Gross

Nonrevenue $§1,454,158 51,612,934

Lines 11/12 . 604 .615

{13} Percent of Nonrental Sub-Total 68.8% 31.2% 67.6% 32.4%
{14) Amount of Exemptions $102,443 $ 46,457 5 130,671 $ 62,629
{15} Gross Nonrental Sub-Total 604,756 274,036 670,918 321,680
(16} Total: Rental and Gross

Nonrental 943,858 510,300 1,029,900 583,034
(L7 Lines 15/16 641 .537 651 .552

Pats Source: State of Hawaili, Department
Annual Report, 1962 - 63, pages 19 - 22.

Mote:

Refer to text, Chapter 6.

of Taxation,



Table 42

Proportion Of Building Stock
Which Is Used For Housing

(Thousands of Dollars)

Oahu Maui Hawaili Kauai Total
(1) Residential 353,967 20,352 19,680 9,006 403,005
{23 Hotel/Apartment 109,876 2,251 2,619 2,654 117,400
(3) Sub-Total 463,843 22,603 22,299 11,660 520,405
(4) Commercial 148,059 5,026 8,673 3,592 166,350
(5) Industrial 29,222 2,528 5,660 3,951 41,361
{(6) Agricultural 22,404 14,909 9,377 5,355 48,045
(7) Conservation 3,896 831 266 1,071 6,064
{8) Sub-Total 203,581 20,294 23,976 13,969 261,820
{9) Total 667,424 42,897 46,275 25,629 782,225

8

{(10) Lines (3} and (9) 69.5% 52.7% 48.2% 45.5% 66.5%

Data Source: State of Hawaii, Department of Taxation, Annual Report
1962 ~ 63, pages 20 - 22.

Note: Refer to text, Chapter 6.
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Gross Valuations Of Agricultural

Real Property

{State Az A Whole)

January 1,

1960 January 1,

January 1,

Total of

and

1961 January 1, 1961

1960

(1) Sugar $134,183,000 $127,565,000 $261,748,000
{2) Pineapple 38,318,000 37,970,000 76,288,000
(3} Ranch 28,383,000 28,794,000 57,177,000
(4} Total $200,884,000 $194,329,000 $395,213,000
Line (1)/(4) 66.8% 65.7% 66.2%

Line {2)/(4) 19.1% 19.5% 19.3%

Line (3)/(4) 14.1% 14.8% 14.5%

Data Source: Government in Hawaii, 1961, page 26; and 1962, page 23.
Note: Refer to text, Chapter 6.

197
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Table 44

Fuel Tax: Hevenue By Sourcea/
(1} (2} (33 (4) (5) (6) (7 (8}
Aviation Small Fuel Retail Motor Vehicle
Gasoline Diesel Butane Fuel Boat Permits Reglgtration Fee Total
{Thousands
of Dollars)
State 1,419,027 . - o . a—— o
Countles 5,098,963 - —— P e ——— [
Bonbd ghway - 219,967 1,377 2,761,145 e ——— -
Highway ——- 211,501 4, b64 ——— - —— ——
Auto, including taxi - ——— ——— — - - 3,206
Bug ——— ——— - _—— ——— - 40
Truck —— _— - —— _—— o 1,539
Trailer . - o ——— ——— ——— 201
Uycles {personal) . PR o _—- — f— 8
520,710,293
- 620,899 Visgitor Sales
Total 12,417,990 491,468 5,841 2,761,145 37,269 2,580 4,994 520,089,394

al Sales to government are Lax exempt,

Bata Source: Director of Taxation, State of Hawaii, Annual Report - 1960.

MNote: Rafer to text, Chapter 6.
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Fuel Tax:

Table 45

Assignment To Business And Nonbusiness Sectors

(Dollars)

(1)

(2) (3)

Dollars of Tax: Allocation
Business Nonbusiness Total
Gasoline ©,208,995 6,208,995
X .9 {Local share)

5,588,096
Diesel 491,468
Butane 5,841
Small Boat 18,634 18,634
Fuel Retail Permits 1,290 1,290
Automobile Registration 1,603,000 1,603,000
Truck and Bus Registration 1,780,000
Cycle Registration 8,000
Local Air Fuel 264,808
Nonlocal Air Fuel 2,496,337

Total 12,870,373 7,219,021 20,089,394

Note: Refer to text, Chapter 6.
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Table 46

Allocation Of Miscellaneous Taxes To Income Brackets

(Thousands of Dollars)

(1} (2) {3) (4} {5} (6}
Konbusiness Portion of Puel Tax
Gasoline and Othersd/ Aviation Fuel®/ Nonbusiness Total
income Brackets Local Airlines Nonlocal Airlines

Conservative Extensive Extensive Extensive Conservative Extensive
Shifting Shifting Shifting Shifting Shifting Shifting

Assumption Assumption Assumption_?/ AssumptionE/ Assumption Agssumption

{1) (2} + (3} + (4)
Under § 2,000 90.2 748.8 3.7 14.2 20.2 856.9
$ 2,000 -~ § 2,999 263.5 482.2 6.0 22.8 263.5 774.5
§ 3,000 - § 3,999 424 .5 723.3 7.6 29.2 424.5 1184.6
24,000 -~ % 4,999 722.6 783.3 5.0 19.1 722.6 1530.0
% 5,000 - § 5,999 667.8 803.4 8.0 30.7 667.8 1509.9
¥ 6,000 - $ 6,999 00,2 828.8 5.6 21.4 900G, 2 1756.0
5 7,000 - $ 7,999 687.2 700.5 5.3 20.2 687.2 1413.2
$ 8,000 - § 8,999 529.2 595.0 4.9 8.8 529.2 1147.9
§ 3,000 - $ 9,999 439.6 494.0 4.1 i5.6 439.6 953.3
$L0,000 -~ $14,999 1648.1 1821.4 15.1 5.7 le48.1 3542.3
515,000 and over 846.1 1117.2 32.6 124.2 B846.1 2120.1
W Vi

Total 1219.0 9098.0C 98.0 374.0 71219.0 16789.0

a/ Allocated via Automobile Expenditure pattern. See Table 25. ¢/ Conservative shifting assumption treated in Table 29.

b/ Allocated via Other Travel Expenditure pattern. See g/ Columng may not sum to totals due to rounding.

Table 25.
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Pable 46 {continued)

(n (8) (%) (10} (11) ' (12)

Buginess Portion of

Pubiic utility Tax Nonbusiness Portion of Public Utility Tax
Gas, Electricity Surface
income Brackets and Telephoneg/ Gas, Electricity &nd Telephone Transportation Nonbusiness Total
Conservative Conservative Extensive Conservative Conservative Extensive
shifting shifting Shifting Shifting Shifting shifting
Assumption Asgumptioni/ Assumptionﬂ/ A5$umptionh/ Assumption Agsumption
{($hifted
portion only) (8) + (10} {9y + (11
Under $ 2,000 51.8 246.1 1l45.2 9.6 255.7 400.9
$ 2,006 - § 2,999 33.7 2l.0 95.5 15.5 106.5 202.0
§ 3,000 - ¢ 3,999 69.2 88.0Q 143.2 19.8 107.8 251.0
§ 4,000 - $ 4,999 56.2 137.5 154.9 13.0 150.5 305.4
& 5,000 - 5 5,999 20.0 186.5 158.7 20.9 207.4 3.1
$ 6,000 - § 6,999 100.4 168.6 163.2 14.58 183.1 346.3
5 7,000 - % 7,999 102.0 147.0 i38.2 13.7 leGc.7 298.9
% 8,000 - § B,999 78.6 128.2 117.6 12.8 141.0 258.6
$ 9,000 - § 9,999 64.2 ic6.4 97.6 10.6 117.0 214.6
10,000 ~ $14,999 236.0 327.4 359.9 39,2 366,06 726.5
$15,000 and over 118i.6 l68.4 221.0 84.4 252.8 473.8
Totaid/ 1994.0 1795,0 1795.0 254.0 2049.0 3844.0

¢f Allocated vias Dividend Distribution pattern. See Table 19. g/ Allocated via All Goods and Services Expenditure pattern.

£/ Allocated vis Fuel and Light Expenditure pattern. See See Table 25.

Table 25. h/ Bllocated via Other Travel Expenditure pattern. Visitor
Sales ignored.



Table 47

Estate And Inheritance Tax

{Thousands of Dollars)

(1)

(2)

(3)

(4)

State Estate

Income and Inherit~ Federal Net:
Bracket ance Tax2 credit®/ (2) - (3)
Under $ 2,000
$ 2,000 - $ 2,999
$ 3,000 - $ 3,999
$ 4,000 - $§ 4,999
$ 5,000 - $ 5,999
$ 6,000 - $ 6,999
$ 7,000 - § 7,999
$ 8,000 - $ 8,999
$ 9,000 - § 9,999
$10,000 - $14,999</ 529.0 188.9 440.1
$15,000 and over s/ 471.0 i68.1 202.9
Total 1000.0 357.0 643.0

a/ Director of Taxation, statistical mimeograph, and Annual Report -
1960.

%

b/ Internal Revenue Service, Statistics of Income 1960 - Fiduciary,

Gift and Estate Tax Returns, page 57.

¢/ Of the A.G.I. in brackets $10,000 and over, 52.9% is in the
$10,000 -~ §$§14,999 bracket, and 47.1% is in the $15,000 and
over bracket.

202
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Table 48

Calculation ©f Marginal Average
Federal Personal Income Tax Rate

(1) (2} 3 (43 (s) (6) o) (8)

Change in Average

Rumber of Federal Tax Average Average Federal Change in Federal Tax Marginal Average
Income Brackets Returnsd/ A.G.1.8/ Liabiiiﬁyﬁf A.G.I. Tax Liability Average 4,6.1.0/ Liability& Federal Tax Rate
{2) ¢ (1) (3) = (L) (1) 2 6}
{Thousands {Thousands (Thougands {Thousands {Thousands {Thousands
of Dollars) of Dollars} of Dollars) of Dollars) of Dollars)} of Dellars) (Percent)
Undex § 2,000 32,623 41,288 3,331 1.26 .10 1.26 .10 8.0
§ 2,000 -~ § 2,999 21,778 52,955 5,570 2.43 .26 1.17 .16 4.6
$ 3,000 -~ $ 3,999 26,375 91,891 9,428 3.48 .36 1,05 .10 10.0
$ 4,000 - § 4,949 22,570 101,162 10,711 4,48 Yy 1.00 L1t 11.0
5,000 - § 5,999 22,204 126,295 11,964 5.42 .54 .94 .07 7.0
§ 6,000 - § 6,999 17,306 112,456 12,109 &.50 .70 1.08 .16 15.0
§ 7,000 - § 7,999 11,727 87,236 10,020 7.44 .85 .94 .15 16.0
§ 8,000 - § 8,999 11,707 98,867 11,580 8. 44 .99 1.00 L4 14.C
§ 9,000 - § 9,999 8,008 76,512 9,002 9.55 1.12 1.11 .13 12.0
$10,000 - $14,999 15,52% 182,317 25,282 11.74 1.63 2,19 .51 3.0
$15,000 and over 6,408 183,550 45,513 28.66 7.11 16.92 5.48 32.0
Total 196,227 1,148,529 156,430 emmew . ————— PR [E— ————

&f Source: Intermal HRevenue Service, Statistics of Income, 1960, Tabie 17
{Taxable veturns omly), page 80.

b/ From lower to higher income bracket.
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Tabie 49

Federal Personal Income Tax Offset

For Hawaii Personal Income Tax

(1}

{2}

(3)

(4)

Number of Taxable
and nontaxable

Number of Taxable and
Nontaxable Returns with

Proportion in

Marginal Average

Income Brackets Returnsd/ any Tax Deductionsh/ Percent Federal Tax Rateg/
(2} - (L {Percent}
Under § 2,000 14,875,338 1,190,488 8.00 8.0
$ 2,000 - & 2,999 6,924,131 1,695,784 24.50 14.0
§ 3,000 -~ 5 3,999 6,877,017 2,298,492 33.42 10.0
$ 4,000 ~ § 4,999 6,866,523 2,861,598 41,67 11.0
§ 5,000 ~ § 5,999 6,422,593 3,351,218 52.18 7.0
§ 8,000 - % 6,999 5,291,911 3,090,497 58.40 15.0
$ 7,000 - § 7,999 3,888,676 2,366,342 60.85 16.0
§ 8,000 - § 8,999 2,757,554 1,741,911 63.17 14.0
§ %,000 - § 9,999 1,905,564 1,205,974 63.29 12.0
$10,000 ~ 514,999 3,641,612 2,452,500 67.35 23.0
$15,000 and over 1,677,012 1,431,641 84.18 32.0
Total 61,127,931 23,666,445 e e
a8/ Source: .Internal Revenue Service, Statistics of Income, ¢/ Source: Table 48.

b/ Bource:

1860, Individual Income Tax Returns, Table 1,

page 32.

Ibid., Table 0, page 14.
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Table 49 (continued)

(5} (6) (7} {8)

Hawaiil Personal Income Hawaii Perscnal Income
inceme Brackets Tax Liabilityg/ Offset Factor Dollazx Offset Tax After Offset

(3} x (&) {6} X (5) (3) ~ (7

{(Thousands of Dollars) {Thousands of Dollare}
Under § 2,000 509.3 .64 3.2 506.1
§ 2,000 - § 2,999 976.6 3.43 33.5 943.1
$ 3,000 - § 3,999 1,883.5 3.34 62.9 1,820.6
$ 4,000 -~ § 4,999 2,107.5 4.58 96.5 2,011.0
§ 5,000 -~ § 5,999 2,377.3 3.65 86.8 2,290.5
§ 6,000 - % 6,999 2,637.1 8.76 231.0 2,406.1
§ 7,000 ~ § 7,999 2,239.1 9.74 2i8.1 2,021.0
§ 8,000 -~ % 8,999 4,383.5 8.84 210.7 Z,172.8
$ 9,000 - § 9,999 1,839.5 7.59 139.6 1,699.9
$10G,000 -~ $14,999 5,932.4 15.49 9i8.9 5,013.5
515,000 and over 6,984.7 26.94 1,881.7 5,103.0

Total 0 e

4/ Source: State of Hawaii, Department of Taxation,
Patterns of Income, 1960, Individuals, page 12.
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Table 50

Federal Personal ILncome Tax Offset
For Property, Fuel, And Excise Taxes

{Thousands of Dollars)

0 (2) (3) (4 (3) (6) (73
Property Tax Federal Tax Offset for Property Tax
Offset Estates Estates
income Brackets Factora/ and Trustsb/ Consumert/ and Trusts Comsumer
Conservative Extensive Conservative Extensive
No Shifting Shifting No Shifting Shifting
Percent Shifring Assumption Assumption Shifting Assumption Assumption

(i) X {2) (1 X (3) (1) £ ¢4
Under $ 2,000 .64 30.9 933.8 1997.3 .2 6,0 12.8
§ 2,000 - & 2,999 3.43 29.2 529.6 1164.7 1.0 18.2 39.9
§ 3,000 - § 3,999 334 30.9 697 .4 1576.7 1.0 23.3 52.7
§ 4,000 - % 4,999 4,58 - 699.0 1609.0 - 32.06 73.7
§ 5,000 - % 5,999 3.65 14.7 7iB.2 1655.8 .5 26.2 60.4
§ 6,000 - § 6,999 8.76 45,8 622.8 1501.5 4.0 54.6 131.3
$ 7,000 - § 7,999 9.74 50.1 555.0 1318.5 4.9 54.0 128.54
§ 8,000 - § 8,999 8,84 9.1 492.7 1156.7 .8 43.6 102.2
§ 9,000 ~ % 9,999 7.59 5.0 408.8 959.9 - 31.0 72.8
§10,000 - $14,999 15.4% 51.1 1302.5 3184.9 7.9 201.8 493.3
$15%,000 and over i6.94 586.2 738.2 1844.7 157.9 198.9 497.0
Tctalﬂf 930.0 B53.0 76498.0 17970.0 1786.0 690.0 1665.0

s/ Source: Table 49.
b/ Source: Table 27.

Nete: Refer to text, Chapter 4,

¢/ Source: Table 26.

¢/ Columns may not sum to totals due to rounding.



Table 50 {conrinued)

(8) (9) (30} (11) (12) (13) (14) (15) (16}

Federal Tax Offget Fuel Tax After

LOC

Property Tax After Federal Tax Offset Fuel Tax ¥or Fuel Tax Federal Tax Difset
Estates
Income Brackets and Trusts Consumer Cansumerﬁl Consumer Congumer
Conservative Extensive Conservative Extensive Conseyvative Extensive Conservative Extensive
jofsl Shifting Shifting Shifting Shiftring Shifting Shifting Shifting Shifring
Shifting Assumption Assumption Assumption Asgumption Assumption Assumption Assunption Assumption
(2} - (5} (3} - (&) (&) - (N (1 X AL (1) x (1) (11) - (13} (x2) - (14)
Under § 2,000 30.7 927.8 1984.5 90.2 856.9 .6 5.% 89.6 851.4
§ 2,000 - § 2,999 25.2 511, 1124, 263.5 774, 9.0 26, 254.5 747.9
$ 3,000 - $ 3,999 29.9 674. 1524, 424.5 1184. 14.2 39, 410.3 1145.0
§ 4,000 - § 4,999 - 667. 1535.: 722.6 1530, 33.1 70.1 689.5 1459.9
§ 5,000 - § 5,999 14,2 H9Z, 1595, 667.8 1509. 2.4 55, 643 .4 1454.8
6,000 ~ § 6,999 41.8 568, 1370. 9GG.2 1756. 78.8 153. 821.4 1602.2
§ 7,000 - § 7,999 45,2 500, 11490, 687.2 1413, 66.9 137. £20.3 1275.6
$ B,000 « § 8,999 B.3 449 1054, 529.2 1147. 46,8 101. 482.4 10646.4
§ 9,000 - § 9,999 5.0 317. 887. 43%.6 953. 33.4 72, 406.2 88G.9
$1G,000 - $14,999 43.2 1100, 2691, 1648.1 3542. 255.3 548, 1392.8 2693.6
515,000 and over 428.3 539,: 1347, 846.1 2120. 227.9 571. 618.2 1548.9
Toraidf 675,90 7608, 16305 .C 7219.0 16789. 790.,0 1782. 6429.0 15067 .0
ef Bource: Table 26.

b
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Table 50 (continued)

(17} (18) (19) {20} (21) (22) (23) (24)
Allowable Bxcise Allowable Offset Theoretical Offset Excise Tax To
Tax Deduction From Theoretical Exclse For Excigse Tax From For Excise Tax From Consumer After
Income Personal lncome Tax Tax Deduction From Federal Personal Federal Personal Allowable Federal
Brackets 2% of 5.G.1.Y Perasonsl Income Taxs Tocome Tax income Tax Tax Dffget
Conservative Extensive Conservative Extensive Conservative Extensive
Shifting Shifting Shifting Shifting Shifting Shifting
Assumption  Assumption Assumption  Assumption Assumption  Assumption
(1) X {17} (1) X (18) (1) X (19) (18) - (20) (19) - (20)
nder § 2,000 789.3 2607.8 4231.3 5.0 16.7 27,1 2602.8 4226.3
$ 2,000 - § 2,999 964.8 1691.8 2693.4 33.1 58.0 92.4 1658.7 2660.3
$ 3,000 - § 3,999 1678.9 2527.1 3947 .4 56.1 Bh. b 131.8 2471.9 3891.3
§ 4,000 - § 4,999 1808.7 2868.5 4357.6 82.8 131.4 199.6 2785.7 4274.8
§ 5,000 - § 5,999 1919.0 3001.1 45228 70.0 109.5 165.1 2931.1 4452 .8
§ 06,000 « § 6,999 2044 .6 3111.2 4579.1 i79.1 272.5 401,11 2932.1 44006.0
$ 7,000 - $ 7,999 1737.3 2637.2 3902.6 169.2 256.9 380.1 2468,0 3733.4
§ 8,000 - § 8,999 1668.7 2247.2 3339.9 147.5 198.6 295.2 2099.7 3192.4
§ 9,000 - § 9,999 1287.9 1863.2 2770.3 97.8 41,4 210.3 1765.4 2672.5
$10,000 - $14,999 3599.8 6772.7 3933.9 5357.6 1049.1 2672.2 6215.1 9376.3
$15,000 and over 1882.2 4405.0 6281.0 507.1 1186.7 1684.6 3897.9 5773.9
Tatal 19381.0 33733.0 30560.0 1905.3 3505.0 6264.0 31828.0 48655.0

&/ BSource: ‘Ffable 23, columns 8 and 17,
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Table 51

Federal Transfer Paywents Distribution By income Brackets

(1 (2) 3 (4) (5 (6) (7} (85
Cumuiative Rumber of

Percent of Percent of Cumulative Returnsh/ Percent of Cumuiative

Income Transfer Percent of Transfer Percent of Income (U.5. as Percent of Families Percent of
Bracket Receipts? Familjes Receipte Families Brackets a whole) Returns {Gillespie's) Families
Under § 2,000 16 14 16 14 Under § 2,000 23.6 14 14
G 2,000 - § 2,999 28 9 44 23 $ 2,000 - § 2,999 11.4 g 23
$ 3,000 - § 3,999 18 g 62 32 $ 3,000 - § 3,999 11.3 g 32
P 4,000 - § &,999 11 11 73 43 $ 45,000 - § 4,999 11.2 1 43
5 5,000 - § 7,499 15 8 88 73 $ 5,000 - § 5,999 6,422,593 10.6 148/ 57
5 7,500 - § 9,999 7 15 95 86 $ 6,000 - $ 6,999  5,291,91% 8.7 11&f 68
$10,000 and over 5 14 100 100 $ 7,000 - § 7,999 3,888,676 6.4 e/ 76
$ 8,000 - § 8,999 2,757,554 4.6 6¢/ 82
Totai 100 100 $ 9,000 - § 9,999 1,905,564 3.1 4ef 86
$10,000 and over 9.0 14 100

Total 61,027,931 100.0 100

8/ Bource: W. I. Gillespie's nimeograph, "The Effect of Public Expenditures
on the Distribution of Income', Tables A-1 and A-2, to be
published by Brockings Institution,

b/ Source: Internal Revenue Service, Statistics of Income - 1960, Individ~

ual Income Tax Returns, Fable i, page 32,

o/ These percentages were estimated using Statistics data for U.S. as a whole.
The method utilized is as follows: the number of retarns
given in Statistics for, say, the $5,060 - $5,999 bracket
{call that Ny), was divided by the total number of returns
£or the §5,000 -« $9,999 brackets {call that T). This pro-
¢
?-), given in percent, is then multiplied by 43%,
the percent of families in Gillespie's $5,000 - $9,999 brackets.
The resulting perceut is then taken to be the percent of families

porgion

in the $5,000 - 85,99% bracket.
follows:

bracket is as

55,000
$6,000
$7,000
58,000 -
59,000 -

¥

]

3

$5,99%
$6,999
$7,999
8,999
59,999

3
T

31.5% X 43% =
26,1% X 43% =

19.2% X 43% = &%

13.8% X 43% =

9.4% X 43% = 4%,

The computation for each
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Cumulative Percent of Transfer

Table 51 (continued)

100
o
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754 ///////o
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®
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0 25 50 75

Cumulative Percent of Families

100
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Table 52

Assignment Of Employer's Contribution To
Social Security TPo Income Brackets

(Thousands of Dollars)

(1)

(2)

(33

(4}

{5}

{6)

Wages and

Rumber of

Wages and

Employer's Contribution

Proportion of

income Brackets Salariesd/ Returnst/ Salaries to Social Security Centributions
(2} X (s%4.800) (2) x {.03) (3) X (.03) Percent
Under § 1,000 13106 o - 393.18 —_— 2.28
§ 1,000 - 3 1,999 21705 —— - 652.95 - 3.78
§ 2,000 - § 2,999 43082 - —— 1292.46 o 7.48
§ 3,000 - 5 3,999 77822 —— e 2334.06 e 13.52
$ 4,000 ~ 5 4,999 84363 ——— —— 2530.8%9 o 14.65
$ 5,000 - & 5,999 i 16176 77645 —— 2329,35 13.49
§ 6,000 - § 6,999 - e 14963 11822 ———— 2154 .66 12.48
§ 7,000 - § 7,999 —_—— 10142 48682 -——— 1460.46 8.46
$ 8,000 ~ § 8,999 —— 9208 44198 — 1325.94 7.67
¥ 9,000 - $ 9,999 -—— 6293 30206 —— 906.18 5.25
10,000 - $14,999 —— 13119 62971 ——— 1889.13 1G.93
$15,000 and over ——— 69901 335524 7204.14 10065.72 -
Total 240138 139802 671048 17269.868/ 100.00

af State of Hawaii, Department of Taxation

b

The total amount of
$34.13 million;

iz, p

age 23,

» Pattern of TIncome - 1960, Table

Salaries and Wage column

page 25, regarding the ad justment .,

$29.1 million + $5.2 miiliion (for State and Local) =

» 88 adjusted; see Chapter 2,

comes from Social Security Bulletin, Annual Statisti- Neké:
———f StariStl

g/ Source: Table 14,

Refer to text, Chapter 2.

cal Supplement - 1960, Table 23, page 22,
= $17.15 wmillion since we want orly employe

We used 1/2 of $34.3 million
r contributions.
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Tabie 53

Assignment Of Unemployment
Insurance To Income Brackets

(Thousands of Dollars)

(1) {2} (3 (4} (5) (6)
Wages and Number of Wages and Proportion
income Brackets Salaxiesé/ Returns Salaries Unemployment Paymentsp/ of Payments
(2} X {53000} (L) ¥ {.01) (3) X (.03) Percent
Under $ 1,000 13166 it e 393.18 — 7.94
§ 1,000 -~ ¢ 1,999 21765 - o 652.95 ——— 13.19
§ 2,000 ~ 3 2,999 43082 ——— e 1292.46 — 26.10
§ 3,000 - $ 3,999 —— 22329 665987 ———— 2009.61 40.59
$ 4,000 - § 4,999 — — — — 603.00%/ 12.18
§ 5,000 - § 5,959 — - ——— ——— - e
§ 6,000 - § 6,999 o e - — J— R
§ 1,000 -~ % 7,999 e —— —— — J— ———
§ B,000 - % 8,999 e i - - —— o
$ 94,000 ~ 8 9,999 s - —-—— R —— e
$10,000 - 8 14,999 —— ——— ——— —— o i
Total 77953 22329 66987 4951.20 100.00
a/ State of Hawail, Department of Taxation, Patterns of Income - 1960, Nete: The method used in caleulating these asslgnments are the same as
Table 12, page 23 (Salaries and Wage column). for Social Security contributicens (see Table 52 and text, Chapter
B/ Total amount is $4.951 million as reported in Seccial Security Bulletin, 2, page 25). The appli?ation of this method here in.the case of
Apnusl Statistical Supplement - 196G, Table 15, page 16. Unemployment I[osurance is less satisfactory. However, there was

no other procedure available.
&/ Residual of the reported total minus the sum of the calculated assign-

ments to the first four income brackets (f.e., $4.951 willion -
$4.348 million = $603 thousand).
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Tahle 54

Distribution Of Federal Taxes Paid

(Thousands of Dollaxrs)

(1)

{2}

{3) {4} {5)

Federal Personal

Employee Contribution

Estates and Federal Excise

Income Brackets Income Taxf to Social Securityb Trusts Tax® Gift Taxd/ Taxs/

Under § 2,000 3,184.7 1,046,1  emeee e 2,857.5
§ 2,000 - § 2,999 5,074.6 1,292.s ememm e 1,840.2
$ 3,000 - $ 3,999 8,612.9 2,334 eeeme e 2,760.3
& 4,000 - % 4,999 9,577.2 2,530.9 meesa e 2,989.5
$ 5,000 - % 5,999 9,498.9 2,329.4  eeeee e 3,065.9
§ 6,000 - § 6,999 11,021.7 2,547 mmeee e 3,le3.1
& 7,000 - 5 7,999 9,976.3 1,460.5 meeee e 2,673.5
S 8,000 ~ § 8,999 9,763.2 1,324.9 e e 2,27¢.8
§ 9,000 - $ 9,999 7,579.6 906.2  memmee e 1,885.4
$1G,000 - £14,999 24,964.7 1,889.1 761.8 244.9 6,951.1
515,000 and over 39,686.2 0 e 678.2 218.1 4,263.7

rotall/ 138,940.0 17,269.0 1,440.0 463.0 34,721.0
a/ Source: Takle 55, Adjusted Gross Income) or $34,721,000. This amount
b/ Source: Table 12. .(ﬂg%ﬁ: same distribution as Employer ;:ziiézgagidexg'i::zmgaffzgﬁgﬁze:i;aiiz 2é§.500ds and
Contribution.} P +
&/ Bourge: Internal Revenue Service, Statisties of Income, £/ Columns may not sum to totals due to rounding,
1960, Fiduciary, page 23.

4/ Bourece: Ibid., page 39.
g/ Total Federal Excise Tax for 1960 was $9,137,000,000

(Source;
1964, page 275).
S5

Economic Report of the President,

Hawaii's share ig estimated
.38% (Hawaii's share of total U.S.
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Table 54 (continued)

(6)

(7

(8}

(9}

Income Brackets

Federal Corporate
Ingome Ta

{1/3 Forward Shifting

Sub-Total

{Zero Shifting)

(1/3 Forward Shifting)

Emplioyer Contribution
to Social Securitvh

{Backward Shifting

- Shifted Portion) Bum {1} to {5) Sum (1) to (&) Agsumed)

Under § 2,000 2,299.6 7,088.3 9,387.9 1,046,1

§ 2,000 ~ § 2,999 1,480.9 B,207.3 %,688,2 1,292.5
$ 3,000 - § 3,999 2,221.4 13,707.9 15,929.3 2,334.7
5 4,000 - § 4,999 2,405.8 15,097.6 17,503.4 2,530.9
$ 3,000 - § 5,999 2,467.3 14,894.2 17,361.5 2,329.4
§ 6,000 - $ 6,949 2,545.5% 16,339.5 18,885.0 2,154.7
% 7,000 - g 7,999 2,151.5 14,110.3 16,261.8 1,46C.5
§ 8,000 - § 8,999 1,827.4 13,358.9 15,186.3 1,324.9
§ 9,000 - § 9,999 1,517.2 10,371.2 11,888,4 906.2
£10,000 - 514,999 5,594.0 34,811.6 40,405.6 1,889.1
$15,000 and over 3,431.3 44,846.2 48,277. el -
Potall’ 27,942.0 192,83%.0 220,775.0 17,269.0

4/ Total Federal Corporate Income Tax paid for 1960 was

n/ Bee footnote b/.

$21.494 billion (Socurce:
President, 1964, page 275).

Economi¢ Report of the

Hawaii's share is esti-

mated as .39% (Hawaii's share of total .8, dividend

received) .

Assuming one~third forward shifting, the

shifted portion of Hawaii's share is $27,942,000.
This amount is allocated via the All Goods And
Services Expenditure Pattern.
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Table 54 {continued)

{10} (11) {12} (13} (14} (15)
Income Brackets Federal Corporate Income Taxl/ Sub-Total Total
(1/3 Forward Shifting (Zero {1/3 Forward {Zexo {(1/3 Forwaxd

{Zerc Shifting) « Unshifted Portion) Shifting) Shifting) Shifting) Shifting}
(9) + (10 () + (11} (7y + (12) (8) + (13)
Under $ 2,000 2,179.5 1,45%3.0 3,225.9 2,499.1 10,313.9 11,887.0
$ 2,000 - & 2,999 1,416.7 944 .4 2,709.2 2,236.9 10,916.5 11,925.1
$ 3,000 - § 3,999 2,908.8 1,939.2 5,243.5 4,273.9 18,951.4 20,203.2
$ 4,000 - $ 4,999 2,363.9 1,576.0 4,894.8 4,106.9 19,992 .4 21,610.3
$ 5,000 - & 5,999 838,3 558,8 3,167.7 2,888.2 18,061.9 20,249.7
§ 6,000 - § 6,999 4,224.9 2,Bl6.% 6,379.6 4,971.3 22,719.1 23,856.3
§ 7,000 - § 7,999 4,291.9 2,861.3 5,752.4 4,321.8 19,862.7 20,583.6
§ 8,000 -~ § 8,999 3,302.8 2,201.9 4,627.7 3,526.8 17,986.6 18,713.1
$ 9,000 -~ § 9,999 2,699.2 1,799.5 3,605.4 2,705.7 13,976.6 14,594.1
$10,000 ~ $14,999 9,925.1 6,616.8 11,814.2 8,505.9 46,625.8 48,911.5
51%,000 and over 49,675.9 33,117.4 49,675.9 33,117.4 94,522.1 81,394.9
rotall/ B3,827.0 55,885.0 101,096.0 73,154.0 293,929.0 293,929.0

i/ Hawaii's share of total U.S. Federal Corporate Income Tax

paid is (.0039) X (821,494,000,000) = $83,827,000

(8ee footnote g/). Under the zero shifting assumption,
this amount is allocated via the dividend distribution
pattern (See Tahle 19). Under the one~third forward
shifting assumption, 2/3 of $83,827,C00 or $5%,885,000
{unshifted portion), is allocated via the dividend
distribution pattexn.



91¢

Distribution Cf Federal Personal Income Tax Paid

Tahle 55

{Thousands of Dollars)

(1}

{2} {3} (4) (5}
ingome Federal Income Tax b PFergonal Income
Brackets A.G‘I.é/ Paid After Credits® Average Effective Rate A.G.E.—/ Tax Assigned

2y ¢ V) (3) X {4}

(Federal Data) {Percent) {State Data)

Under § 2,000 41,288 3,331 8.07 39,463,916 3,184.7

5 2,000 - § 2,999 52,955 5,570 10.52 48,237.877 5,074.6

& 3,000 - % 3,999 91,891 9,428 10.26 83,946.358 8,612.9

& 4,000 ~ % 4,999 101,162 10,711 10.59 90,435.8408 9,577.2

$ 5,000 - § 5,999 120,295 11,904 9.90 95,948.886 9,498.9

§ 6,000 - § 6,999 112,456 12,109 10.7%7 102,337,293 il1,021.7

$ 7,000 - § 7,999 87,236 10,020 11.4%9 86,825.910 9,976.3

§ 8,000 - & 8,999 98,867 11,580 11.71 83,374.770 4,763.2

§ 2,000 « § 9,999 76,512 9,002 11.76 64,452,837 7,579.6

$10,000 - $14,999 182,317 25,282 13.87 179,990,512 24,964.7

$18,000 and over 183,550 45,513 24.80 166,024,998 39,686.2

Total 1,148,529 154,450 100.00 1,035,039,165 138,940.0

§ &,000 - 3 7,999 199,692 22,129 11.08 189,163,203 20,959.3

$ 86,000 - $§ 9,999 175,379 20,582 11.74 147,827,607 17,355.0
&/ Bpurce: Internal Revenue Service, Statistics of Income, b/ Source: State of Hawail Department of Taxation, Patterns

1960, iIndividuals, Table 17, page 80.

of Income,

1960.

See also Tabkle 19.
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Table 56

Relative Changes In The Average Total Tax Rates Due To Differept
Assumptions Kegarding Shifting And Adjustment (Based On A.G.1.}

1 -1t I - 111 1-1v
Comservative Shifting Assumption Conservative Shifting Assumption Conservative Shifting Assumption
Income Without Adjustment Minus Conservative Without Adjustment Minus Extensive Without Adjustment Minus Extensive
Brackets Shifting Assumption with Adjustment Shifting Assumption without Adjustment Shifting Assumption with Adjustment
Absolute Percent Abaolute Percent Absolute Percent
Under § 2,000 2.61 15.25 -~ 5.70 - 33,31 - 5,15 ~ 30.10
§ 4,000 - § Z,999 1.63 13.71 - 2.66 - 22,37 - 2.10 - 17.66
§ 3,000 ~ § 3,999 1.72 14,83 - 1.9L - 16.47 - 1.35 - 11.64
§ 4,000 - § 4,999 L.45 11.57 - 2,25 - 17,96 - 1.63 - 13,17
$ 5,606 - § 5,999 .80 7.97 - 2.57 - 25.60 - 2,19 - 21.8]
§ 6,000 - § 6,999 2,40 21.84 - .87 - 7.92 .18 1.64
$ 1,000 - § 7,999 2.78 24 .43 - .57 - 5.0% .63 5.54
§ 8,000 - § 8,999 2.32 22.22 - .bb - B.32 .37 3.54
§ 9,006 - § 9,999 2.37 21.57 - .73 - 6.64 .25 2.27
$10,000 - §14,999 3.66 25.38 - .51 - 3.54 1.40 9.71
$15,000 and over 14.99 51.18 13.17 44 .96 18.18 62,07
Average 4,28 28.9% 79 5.35 2.42 16,37
Income Absolute 2 Percent < Absolute ¢ Percent - Absolute 7 Percent <
Brackets Average Average Average Average Average Average
Absclute Percent Absolute Percent Absolute Percent
Under $ 2,000 .61 .53 - F.22 6.23% - Z.13 1, 84%
§ 2,000 ~ § 2,999 .38 47 - 3.37 4.18% - .87 1.08%
§ 3,000 - § 3,999 40 5% - 2,42 3.08% - .56 71
§ 4,000 ~ § 4,999 34 A0 - 2.85 3.36% - .68 8.05*
§ 5,000 - & 5,999 .19 .27 - 3.25 4. 78% - .90 1.33%
56,000 -~ § 6,999 .56 .15 - 1.10 1.48% .07 .10
§ 7,000 - § 7,999 .65 B4 - 72 L94% .20 .34
§ 8,000 - § 8,999 .54 77 - .84 1.18% W15 .22
§ 9,060 - § 9,999 .55 .75 - .92 1.24% .10 .14
$10,000 - $14,999 .86 .88 - .65 .66 .58 .59
$15,000 and over 3.50 1.77 16.67 8.40 7.51 3.79

*The asterisk indicates that the underlying difference is of opposite sign compared to the average and the other entries in the columm,
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Table 57

Relative Changes In The Average Total Tax
Rates Due To Different Income Ceoncepts

(1) (2) (3) {4)

Adiusted Gross Income Vs, Broadened Income

Income Conservative Shifting Assumption  Extensive Shifting Assumption  Conservative Shifting Assumption  Extensive Shifting Assumption
Brackers Without Adjustment Without Adjustment With Adjustment With Adjustment
Absoliute Percent Absolute Percent Absolute Percent Abgolute Percent

Under § 2,000 4 84 28.29 6.21 27,22 4.10 28,28 6.06 27.22

§ 2,000 - § 2,999 3.81 32.04 4.54 31,55 3,29 32.07 L.o4Y 31.52

G 3,000 - § 3,999 2,24 18.31 2.50 18.50 1.91 19.33 2,39 18.46

§ 4,000 - § 4,999 1.7% 14,29 2.01 13.60 1.58 14.26 1.92 13,54

§ 5,000 - § 5,999 .92 9.1% 1.12 8.88 .84 9.09 1.c8 8.83

§ 6,000 - § 6,999 1.24 11.28 1.20 10,12 .96 11.18 1.09 10,08

§ 1,000 - § 7,999 1.30 11.42 1.19 9.96 .98 11.40 1.07 9.95

$OB,ODU - § 8,999 .86 B.24 .78 7.03 .67 8.25 W71 7.05

§ 9,000 - $ 9,999 .95 8.64 .88 7.51 iy 8.58 .BC 7.45

10,000 - 814,999 1.39 .64 .19 7.97 1.03 9.57 1.04 7.9%

415,000 and over 10,03 34,24 4,69 29.09 4.90 34,27 3.23 29.07
Average 2.63 17.79 2,20 15.75 1.86 17.71 1.95 15.78
Income Absolute ¥ Percent 2 Absolute = Percent & Absolute ¢ Percent 2 Absolute & Percent =
Brackets Average Average Average Average Average Average Average Average

Absoclute Percent Absolute Percent Absolute Percent Absolute Percent

Under § 2,000 1.84 1.59 2.82 1.73 2.20 1.59 3.11 1.72

& 2,000 - § 2,999 1.465 1.80 2.09 2.00 1.77 1.81 2.26 1.99

$ 1,000 - § 3,999 .85 1.08 1,14 1.317 1.03 1.09 1.23 1.16

§ 4,000 - § 4,999 .68 .80 .91 .86 .85 .80 .98 .85

§ 5,000 - $ 5,999 L35 .5% .52 .56 45 .51 .59 .55

§ 6,000 - § 6,999 A7 .63 .55 .64 .52 .63 .56 .63

$ 7,000 - § 7,999 .49 b4 .54 .63 .53 TN %) .63

§ 8,000 - 3 8,999 L33 4 .35 b .36 46 .36 S

$ 9,000 - § 9,999 .36 48 40 47 .39 48 W41 A

§10,000 ~ §14,999 .53 .54 .54 .50 .55 . 54 .53 .50

§15,000 and over 3.81 1.92 2.13 1.84 2.63 1.493 1.66 1.84
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Table 57 {continued}

(3) (63 (73 (8)

Adjusted Gross Income Vs. Adjusted Gross Imcome Minus Federal Taxes

Income Conservative Shifting Assumption  Extensive Shifying Assumprion Copservative Shifting Assumption  Extensive Shifting Assumption
Brackots Without Adjustment Without Adjustment With Adjustment With Adjustment
Absolute Percent Absolute Percent Absolute Percent Abgsolute Percent
Under § 2,000 - 3.74 - 21.86 - 7.13 - 31.26 - 3.18 - 21.93 - 6.95 - 31.22
§ 2,000 - § 2,999 - 2.43 - 20.44 - 3.65 - 25.0% - 2.11 - 26.57 - 3.52 - 25.16
§ 3,000 - $ 3,999 - 2,27 - 19.57 - 3,16 - 23.39 - 1.92 - 19.43 - 3.03 - 23.40
§ 4,000 -~ § 4,994 - 2,51 - 20,03 - 3.55 - 24,02 - 2.21 ~ 19.95 -~ 3.41 - 24.05
§ 5,000 - § 5,999 - 1.84 - 18.33 - 2.79 - 22.13 - 1.70 - 18.40 - 2,76 - 22.08
§ 6,000 - % 6,999 - 2,09 - 19.02 - 2.68 - 22,60 - 1.64 -~ 19.09 - 2,44 - 22.57
§ 7,000 - 5 7,949 - 2,20 - 19.33 - 2.75 - 23.01 - 1.67 - 19,42 - 2.48 - 23.07
§ 8,000 - § 8,999 - 1.99 - 19,06 - .47 - 22,25 - 1.54 - 18.97 - 2,24 - 22.24
$ 2,000 - $ 9,999 - 2,11 -~ 19.20 - Z.65 - 22.61 - 1.6% - 19.26 - Z.48% - 22.72
$10,000 - $14,099 ~  3.46 - 23.99 - 4,32 - 28.94 - 2.58 - 23.98 - 3.76 - 28.88
§15,000 and over - 1141 - 38.96 - £.96 - 43.18 - 5.56 - 38.88 - 4.81 “ 43,29
Averdge - 3.38 - 22.87 - 3,79 - 27.09 w 2,40 - 22.86 - 3.35 - 27.1C
Income Absolute & Percent Absolute 1 Percent 7 Absolute 7 Percent < absolute Percent f
Brackets Average Average Average kverage hverage Average Average Average
Absolute Percent Absolute Percent Absolute Percent Absclute Percent
lnder § 1,000 1.11 .95 1.88 1.15 1.33 .85 2.07 1.52
§ 21,000 - 5 2,999 Ay .89 .96 .92 .88 .89 1.05 .92
§ 3,000 - % 3,999 67 %] .83 .86 .80 B4 .90 .86
§ 4,000 - $ 4,999 L4 .87 .94 .88 .92 .87 1.02 .88
$ 5,000 - § 5,999 .54 .BO JTh NH 71 .80 .81 .81
6,000 ~ 5 6,999 .62 .83 .71 .83 .68 .83 .13 .83
§ 7,000 - $ 7,999 .65 L8B4 .73 L84 .70 .84 L74 .85
5 B,000 - % 8,999 .59 .83 .65 .82 T .82 69 .82
§ 2,000 - § 9,999 .62 .83 70 .83 69 .84 73 .83
10,000 ~ $14,999 1.02 1.04 1.14 1.06 1.08 1.04 1,13 1.06

A
it

5,000 and over 3.38 1.70 1.84 1.59 2,32 1.70 1. 44 1.59
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Table 57 (continued)

9 {10) {113y (123

Adiunsted Gross Inmcome Va. Broadened Income Minus Federal Taxes

Tncome Conservative Shifting Assumption  Extensive Shifting Assumption  Conservative Shifting Assumption  Extensive Shifting Assumption
Brackets Without Adjustment Without Adjustment With Adjustment With Adiustment
Absolute Percent Absolute Percent Abksolute Percent Absolute Percent
tader § 2,000 2.0l 11.75 1.55 6.80 1.70 11.72 1.52 . 6.83
§ 2,000 -~ § 2,999 2.34 19.68 .57 17.66 2,02 19,69 2.46 17.58
§ 3,000 - % 3,999 .15 1.29 - .19 - 1.4l .14 1.42 - .18 - 1.39
§ 4,000 « § 4,999 - .73 - 5.83 - 1.32 - 8.93 - b4 - 5,78 - 1.27 - 8.96
§ 5,000 - § 5,999 w97 - 9.66 - 1.62 - 12.85 - .BS ~ 9,63 - 1.57 ~ 12.84
$ 6,000 - § 6,999 - 1.16 - 10.56 - 1.83 - 13.74 - .91 - 10,59 - 1.49 - 13.78
§ 7,000 - § 7,999 - 1.26 - 11.907 - 1.72 - 14.39 -~ .96 - 11.16 - 1.56 - 14.51
§ 8,000 - § 8,999 « 1.50 - 14.37 - 1,94 - 17.48 - 1.16 - 14,29 - 1.76 - 17.48
§ 9,000 - § 9,999 - 1.53 - 13.92 - 2.00 - 17.06 - 1.20 - 13,92 - 1.84 - 17.13
SL0,000 - $14,599 - 2,60 - 18.03 - 3,39 - 22,71 - 1.94 - 18.03 “« Z2.95 - 22.66
$15,000 snd ovex - .21 ~ 7.55 - 1.76 - 10.92 - 1.08 - 7.55 - 1.22 - 10.98
Averege - 1.08 - 7.31 - 1.5% - 10.79 - L7 - 7.33 - 1.33 - 16.76
Income Absolute - Percent - Absolute + Percent < Absolute = Percent = Absolute 2 Percent <
Brackets Average Average Average Average Average Average Average Average
Absolute Percent Absolute Percent Absolute Percent Absolute Percent
Under § 2,000 1.Bo¥® 1.60% 1,03% LBI* 2,21% 1.59%* 1.14% LB3%
§ 2,000 - § 2,999 2,10 2.,69% 1.70% 1.63% 2.62% 2,68% 1.85% 1.63%
§ 3,000 - § 3,999 . 14% L7 13 13 L18% L19% Lib .12
§ 4,000 - § 4,999 .68 .79 .87 .82 .B3 .78 .95 .83
§ 5,000 - § 5,999 .89 1.32 1.07 1.19 1.16 1.31 1.18 1.19
§ 6,000 - § 6,999 1.67 1.44 1.08 1.27 1.18 1.44 1.12 1.28
§ 7,000 « § 7,999 1.17 1.51 1.14 1.33 1.25 1.52 1.17 1.34
$ 8,000 - § 8,999 1.39 1.96 1.28 1.62 1.51 1.94 1,32 1.62
§ 9,000 - § 9,999 1.42 1.90 1.32 1.58 1.56 1.89 1.38 1.59
$10,000 - $14,999 2.41 2.46 2,25 2.10 2.52 2.45 2,22 2,10
15,000 and over 2.05 1.03 1.17 1,01 1.40 1.03 .92 1.02

*The asterisk indicates that the underlying difference is of opposite sign
compared to the average and the other entries in the column,
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Tahle 58

Adjustment Of &4.G.I. And Broadened Income To Account For Nonshifted Portion Of Business Taxes
{And Adjusted Tax Rate Estimates)

(Thousands of Dollars)

(89 (2) 33 (4} (5) {6 o
Conservative Shifting Assumption
Tnocme Nonshifted Porgion of Nonshifted Portion of Average Effective
Brackets Business Taxes Assigned Business Taxes Assigned Total Ad justed A,G.I. Tax Hate
to Corporate Profits to Nomcorperate Profice (1) + (2) 4,8.1, (3} + (&) Total Tax £6y - (5}
(Percent}
Under § 2,000 1,090.3 766.7 1,797.0 39,464.0 431,261.0 6,751.3 16.36
§ 000 - § 2,999 TO8.5 588.0 1,296.5 48,237.9 £9,534 .4 5,736 11,57
3,000 - § 3,999 1,455.0 692.7 2,147.7 83,9464 86,0%.1 9,739.8 11.31
§ 4,000 ~ § 4,999 1,182.3 627.5 1,809.8 90,435.8 92,245.6 11,332.4 12,28
§ 5,000 - § 5,999 419.4 935.9 1,355.3 95,948.9 97,304 .2 9,630.9 9.89
§ 6,800 - § 6,999 2,113.4 1,114.9 3,228.3 102,299.5 105,527.8 11,242 .6 10,65
§ 7,000 - § 7,999 T, I46.9 975.3 3,122.2 86,863.7 89,985.4 9,881.1 16,99
§ 8,000 - § 8,999 1,652.1 852.0 2,504.1 83,433.9 85,938.0 8,711.9 10,13
§ %,000 - § 9,999 1,350.2 718.3 2,068.5 64,393.7 66,462,2 7,079.6 10,63
$10,000 ~ §14,999 4,904.9 3,232.3 §,197.2 179,990.5 188,187.7 25,9534 i3.79
$15,000 and over 24,8505 7,707.6 32,558.1 160,025.0 192,583.1 46,873.6 24,33
Total 41,933.5 18,151.2 606,084 .7 1,035,039.3 1,095,124.0 152,929.9 13,56
After Adjugtment
Under § 2,000 246.0 537.4 783.4 39,464.0 40,247 .4 5,722.9 14,23
$ 2,000 - § 2,999 159 .4 547.2 606 .7 48,237 .9 48,844,.4 4,950.5 10.13
§ 3,000 - § 3,999 328.4 328.2 834.6 §3,946.4 84,801.0 §,290.2 .77
§ 4,000 - § 4,999 267.2 470.8 738.0 90,435, 8 91,173.8 10,016.2 16,98
§ 5,000 ~ § 5,999 94.7 705.1 799.8 95,948.9 96,748,7 8,868.0 9.16
§ 6,000 ~ & 6,999 77,1 843.6 1,320,7 102,299.5 163,620.2 8,791.5 §.48
§ 7,000 - § 7,999 484, 7 739.2 1,223.9 86,863.7 88,087 .6 7,474.6 8.48
§ 8,000 -~ § 8,999 3730 640.3 1,013.3 83,433.9 84,447.2 6,771.86 8.01
¥ 8,000 - § 9,999 3048 540,90 8448 64,393.7 65,238.5 5,554.1 8.51
510,000 - 814,949 1,120.9 2,429,1 3,550.0 179,990.5 183,540.5 19,372.6 106,55
$15,900 and over 5,610.7 5,769.3 11,380.0 160,02%.0 171,405.0 22,879.9 13,34
Total 4,466.9 13,648.3 23,115.2 1,035,039.3 1,058,154.5 108,692, 1 10.27




Table 38 (continued)

(82 e (10) (11} (12} (13}

Extensive Shifting Assumption

Zte

Income Broadened Income Adjusted Broadened Average Effective Nonshifted Portion of Nonshifted Poreion of
Brackets Conservative Income Tax Rate Business Taxes Assigned Business Taxes Assigned Total
Shifting Assumption (3) + (8) (6} =« (9) to Corporate Profits to Noncorperate Prafits (11} + (12}
{Percent)

Under § 2,000 55,0141 56,811.1 11.88 237.3 61.9 299.2
§ 2,000 - § 2,999 70,98C.6 72,277.1 7.93 154.1 83.0 237.1
$ 3,000 - § 3,999 104,117.8 106,265.5 9.14 316.7 79.6 396.3
4,000 - § 4,999 105,476.1 107,285.9 10.56 257.3 640 321.3
§ 2,000 - § 5,999 165,565.0 106,920,3 9.900 91.2 107.8 199.90
§ 6,000 - § 6,999 115,264, 4 118,4%2.7 9.48 460.0 120.90 580.0
& F000 - § 7,999 98,015.4 101,137.6 9.77 487.2 115.1 582.3
$ 8,000 - § 8,999 90,923.9 93,428.0 g.32 359.6 82.7 442.3
$ H,000 - § 9,999 70,526,1 72,594 .6 .75 293.8 68.2 362.0
10,000 - $14,999 199,123.8 207,321.0 12,51 1,080.6 363.2 1,443.8
$15,000 and over 243,334.2 275,892,3 16.98 5,408.6 1,358.4 6,767.0

Total 1,258,341 .4 1,318,426.1 11.59% 9,126.4 2,503.9 11,630.3
Atter Adjustwment

Under § 2,000 55,0141 $5,797.5 10.25 33.1 53.9 107.0
32,000 - § 2,999 70,980.6 71,587.3 6.91 3G .4 68.5 102.9
5 3,000 ~ 5 3,999 104,117.8 106,972.4 7.89 71.0 664 137 .4
§ 4,000 - § 4,959 105,476, 1 106,214,1 9.43 37.6 48.0 105.6
§ 5,000 - § 5,999 105,565.0 106,364 .8 8.33 20.5 84.0 104.5
% 6,000 - § 6,999 115,266.4 116,585.1 1.54 103.0 97.5 20G.5
§ 7,000 ~ § 7,999 98,015.4 99,239.3 7.53 104.7 93.9 198.6
$ 8,000 - § 8,999 50,923.4 51,937.2 7.36 80.6 63.5 144.1
§ 9,000 - § 9,999 70,526.1 71,066.1 7.81 65.8 52.4 118.2
510,000 - $14,999 199,123.8 202,573.8 9.58 42,2 2317.2 51%.4
415,000 and over 263,334 .2 254,714 .2 8.98 1,212.2 1,007.5 2,219.7

Total 1,258,341.4 1,281,456.6 8.48 2,045.1 1,912.8 3,957.9




£€e¢

Table 58 (continued)

(14} (15} (16} (17} (18) (19}
Income Broadened Income Adjusted Broadened Average Effective Average Effective
Brackets Adjusted A.G,T, Conservative ingome Tax Rate Tax Rate
(4) + (1i3) Shifting Assumption (13) + (15) Total Tax (17) + (14) (173 + (16)
{Percent) (Percent)

Under § 2,000 3%8,763.2 54,238.1 34,537.3 9,003.6 22.64 16.50
$ 2,800 - § 2,999 48,475.0 70,476.2 1G,713.3 7,017.3 14.47 9.92
§ 3,000 « § 3,999 84,3427 102,982.3 103,378.6 11,340.4 13.44 10,96
§ 6,000 - $ 4,999 9¢,757.1 104,634.3 104,955.6 13,366.6 14.72 12.73
§$ 3,000 - § 5,999 96,147.9 105,266.5 105,465.5 12,089.9 12.58 11.47
§ 6,000 - 5 6,999 102,879.5 113,760.3 114,340.3 12,129.7 11.79 10.60
$ 7,060 - § 7,999 87,446.0 96,487.3 97,069.6 10,378.3 11.86 10.69
§ 8,000 - § 8,999 83,876.2 89,749.1 90,191.4 9,264.6 11.04 16.27
§ 9,000 - 8 9,999 64,755.7 69,565,2 6G,827.2 75442 11.65 19.78
SEG,000 - §14,999 181,434.3 195,5590.3 197,034.1 26,872.4 14.81 13.63
$12,000 and over 166,792, 0 225,648 .2 232,415,2 25,790.1 15.46 11.09

Total 1,046,669.6 1,448,397.8 1,260,028.1 144,807.1 13.83 11.67
After Adjustment

pder § 2,000 39,571.0 54,238.1 564,345.1 8,784.9 22.290 146,16
§ 2,000 - § 2,999 48,340.8 7G,476.2 7G,579.1 6,730.0 13.96 9.56
$ 3,000 - § 3,999 84,083.8 102,982.3 103,119.7 10,870.2 12.92 10,54
§ 4,000 - § 4,999 90,541 .4 104,634.3 104,739.9 12,827.8 14.16 12,24
§ 3,000 - § 5,999 56,053.4 105,266.5 165,371.0 11,733.1 12.21 11.13
§ 6,000 - § 6,999 102,500.0 113,766.3 113,960.8 11,054.8 1G.78 9.70
§ 7,000 - § 7,999 87,062.3 96,487.3 96,685.9 9,341.3 10.72 9.66
$ 8,000 - § 8,999 83,578.0¢ £89,769.1 §9,913.2 8,404.4 10.05 9.35
§ 9,000 - § 9,999 64,511.9 69,565.2 69,683.4 6,917.7 10.72 9,92
H1G,000 - $14,999 180,509 .9 195,590.3 196,109.7 23,429.5 12,97 i1.94
$15,000 and over 162,2464.7 225,648.2 227,867.9 17,785.8 1G.96 7.80

Total 1,038,997.2 1,228,357.8 1,232,375.7 127,899.5 12.30 10.37






